CEC COCKE 


VOLUME 19, NO. 11 


MARCH 18, 1980 





RELEASES IN THIS ISSUE 


SIGNIFICANT ITEMS 
ANNOUNCEMENT 





6191-95 796 
- 16615-32 801 


Securities Act 
Securities Exchange Act 
Public Utility 

Holding Company Act - 21458-68 819 
Trust Indenture Act - 555-57 833 
Investment Company Act .... - 11062-72 834 
Investment Adviser Act . 846 
Litigation : 846 
Accounting Series 7. 850 
Freedom of Information Act .. - : 850 


This listing covers releases issued from 2/29/80- 
3/6/80. This listing does not affect the legal 
status of any document published in this issue. 


34-16623 


Interpretative release reflecting the 
views of the Division of Corporation 
Finance with respect to when certain 
tender offers commence under Reg- 
ulation 14D and Regulation 14€. 





RULES 





The Following releases relate to self-regulatory 
organization rule proposals and/or adoptions. 


34-16616 
34-16617 
34-16618 


33-6191 


34-16619 
34-16620 
34-16624 


Extension from February 29, 1980 to 
March 21, 1980 for Comments with 
respect to the reevaluation of the 


34-16625 
34-16630 





SEC DOCKET INDEX 








VOLUME 


Il Vol 


Vol 


FOUND IN DOCKET 
| Vol. 
I Vol. 
.VI,No. 3 
IV Vol. 
Vol. 
Vol. 
Vol. 
Vol. 
Vol. 
Vol. 


V, No. 15 
V, No. 16 


VI, No. 15 
VI, No. 20 
Vil, No. 8 
Vill, Ne. 15 
IX, No. 11 
X, No. 11 
XI, No. 9 


_ XII, No. 12 
Vol. 
Vol. 
Vol. 
Vol. 
Vol. 
Vol. 


XIIl, No. 11 
XIV, No. 12 
XV, No. 12 
XVI, No. 10 
XVII, No. 7 
XVIII, No. 6 


DATED 
12/3/74 
12/10/74 
1/8/75 
4/22/75 
5/28/75 
7/22/75 
1/28/76 
5/18/76 
10/5/76 
2/8/77 
7/19/77 
11/29/77 
4/25/78 
9/12/78 
1/16/79 
5/15/79 
9/13/79 








Guides for the Preparation and Re- 
ports [File No. S$7-813] 


Extension to April 4, 1980 for Com- 
ments with respect to a proposed 
procedural rule relating to requests 
that records provided to or obtained 
by the Commission be treated in 
confidence [File No. 4-229]. 


Adoption of amendments to Article 9 
of Regulation S-X which relates to 
form and content of financial state- 
ments of bank holding companies 
and banks. 


33-6194 


33-6195 


34-16628 Notice Obligations of Self Regulatory 
Organizations with respect to Final 
Disciplinary Actions, Denials Bars, 
or Limitations Respecting Member- 
ship, Association, Participation or 
Access to Services, and Summary 
Suspensions. [File No. S7-823— 
Comment Period Expires: April 18, 
1980]. 





SEC DOCKET/795 











SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6191/February 29, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16615/February 29, 1980 


REVIEW OF GUIDES FOR THE PREPARATION AND 
FILING OF REGISTRATION STATEMENTS AND 
REPORTS 

EXTENSION OF COMMENT PERIOD 


ACTION: Extension of comment period. 


SUMMARY: The Commission has extended from 
February 29, 1980, to March 21, 1980, the date by 
which comments must be submitted with respect to 
the re-evaluation of the Guides for the Preparation 
and Filing of Registration Statements and Reports. 


DATE: Comments must be received on or before 
March 21, 1980. 


ADDRESS: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Comment letters should 
refer to File No. S7-813. All comments received will 
be available for public inspection and copying in the 
Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Catherine 
Collins or Bruce S. Mendelsohn (202-272-2589), 
Office of Disclosure Policy, Division of Corporation 
Finance, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: In Release Nos. 
33-6163, 34-16405 (December 5, 1979) [44 FR 
72604], the Commission solicited public comment 
to assist in its overall re-evaluation of the Guides for 
the Preparation and Filing of Registration 
Statements under the Securities Act of 1933 [15 
U.S.C. 77a et seq.] and of the Guides for the 
Preparation and Filing of Reports and Proxy and 
Registration Statements under the Securities 
Exchange Act of 1934 [15 U.S.C. 78a et seq. (1976 
and Supp. | 1977)]. This review of the Guides is 
being undertaken to monitor their effectiveness and 
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to identify obsolescence or inconsistency with 
existing rules, regulations and forms. 


The Commission has received requests from 
interested members of the public for an extension of 
the Comment period. In view of these requests, the 
Commission has extended the comment period until 
March 21, 1980, to allow additional time for 
interested persons to complete their review of the 
Guides and the preparation of comments thereon. 


Comment letters received after the termination of 
the comment period as extended may be considered 
in the discretion of the Commission. However, 
because of the timetable anticipated by the 
Commission, there can be no assurance that late 
comment letters will in fact be considered in this 
rulemaking procedure. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6192/March 4, 1980 


In the Matter of 


ROSS, HARDIES, O'KEEFE, BABCOCK & PARSONS 
PROFIT-SHARING RETIREMENT PLAN 
FOR LAWYERS 
One IBM Plaza—Suite 3100 
Chicago, Illinois 60611 


(18-68) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE ROSS, 
HARDIES, O'KEEFE, BABCOCK & PARSONS PROFIT- 
SHARING RETIREMENT PLAN FOR LAWYERS 


Ross, Hardies, O’Keefe, Babcock & Parsons 
(“Applicant”), a law firm organized as a partnership 
under the laws of the State of Illinois, filed an 
application by letters dated December 7, 1979, 
December 27, 1979 and January 16, 1980, 
requesting an exemption from the registration 
requirements of the Securities Act of 1933 (“Act”) 
for interests or participations issued in connection 
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with the Ross, Hardies, O’Keefe, Babcock & Parsons 
Profit-Sharing Retirement Plan for Lawyers (“Plan”). 


On January 30, 1980, a notice was issued (Securities 
Act Release No. 6186) of the filing of the application. 
The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request fora 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6193/March 4, 1980 


In the Matter of 


PILLSBURY, MADISON & SUTRO 
RETIREMENT PLAN 

P.O. Box 7880 

San Francisco, CA 94120 


(18-65) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE 
PILLSBURY, MADISON & SUTRO RETIREMENT 
PLAN 


Pillsbury, Madison & Sutro (“Applicant”), a law firm 
organized as a partnership under the laws of the 


Volume 19, No. 11, March 18, 1980 


State of California, filed an application by letters 
dated November 16, 1979 and January 23, 1980, 
requesting an exemption from the registration 
requirements of the Securities Act of 1933 (“Act”) 
for interests or participations issued in connection 
with the Pillsbury, Madison & Sutro Retirement Plan 
(“Plan”). 


On January 30, 1980, a notice was issued (Securities 
Act Release No. 6185) of the filing of the application. 
The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request fora 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 6194/March 5, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16627/March 5, 1980 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21466/March 5, 1980 


TRUST INDENTURE ACT OF 1939 
Release No. 557/March 5, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11068/March 5, 1980 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 714/March 5, 1980 


FREEDOM OF INFORMATION ACT 
Release No. 60/March 5, 1980 


REQUESTS FOR CONFIDENTIAL TREATMENT OF 
RECORDS OBTAINED BY THE COMMISSION 


ACTION: Extension of comment period. 


SUMMARY: The Commission is inviting additional 
written comments and extending the period for 
submission of comments concerning a proposed 
procedural rule relating to requests that records 
provided to or obtained by the Commission be 
treated in confidence. 


DATE: Comments should be received by April 4, 
1980. 


ADDRESS: All communications concerning this 
matter should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 


Commission, Washington, D.C. 20549. Such 
communications should refer to File No. 4-229, and 
will be available for public inspection at the 
Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: 
Harlan W. Penn, Office of the General Counsel 
Securities and Exchange Commission 

500 North Capitol Street, N.W. 

Washington, D.C. 20549 

(202) 272-2454 


SUPPLEMENTARY INFORMATION: 
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The Securities and Exchange Commission 
published for comment a proposed rule relating to 
requests for confidential treatment of records by the 
Commission in Release Nos. 33-6172, 34-16458, 
35-21363,. 39-548, IC-11003, IA-711, FI-59 
(December 28, 1979) (45 FR 1627). To date some 
comments have been received but additional 
comments are invited because of the importance of 
the rule and the Supreme Court’s actions on March 
3, 1980 deciding Forsham v. Harris, Secretary of 
Health, Education and Welfare, No. 78-1118, and 
Kissinger v. Reporters Committee for Freedom of the 
Press, No. 78-1088. For detailed information and the 
text of the proposed rule, the reader is referred to 45 
FR 1627. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6195/March 6, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16629/March 6, 1980 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21467/March 6, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11070/March 6, 1980 


ACCOUNTING SERIES RELEASE 
Release No. 276/March 6, 1980 


BANK HOLDING COMPANIES AND BANKS— 
REQUIREMENTS FOR FORM AND CONTENT OF 
FINANCIAL STATEMENTS 


ACTION: Final rules. 


SUMMARY: The Commission is adopting 
amendments to Article 9 of Regulation S-X which 
relates to form and content of financial statements of 
bank holding companies and banks. The amend- 
ments reduce the detail required to be dis- 
closed on a schedule reporting information about 
receivables from nonofficer directors and revise 
reporting of certificates of deposit and other time 
deposits in amount exceeding $100,000. 
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EFFECTIVE DATES: Financial statements for periods 
ending on or after December 15, 1980 as to 
amendments to §§210.9-02, 9-03 and 9-04. 
Financial statements for periods ending on or after 
December 15, 1979 as to amendment to §210.9-05. 


FOR FURTHER INFORMATION CONTACT: Lawrence 
J. Bloch, Office of the Chief Accountant, Securities 
and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549 (202-272-2130). 


SUPPLEMENTARY INFORMATION: The 
Commission is adopting amendments to its 
requirements as to form and content of financial 
statements of bank holding companies and banks 
known as Article 9 of Regulation S-X. These 
amendments were proposed in November 1979! 
and relate to disclosure of amounts due from 
nonofficer directors and reporting of certificates of 
deposit and other time deposits. 


Thirty-eight letters were received commenting on 
the proposed amendments. Of these letters, thirty- 
three were from bank holding companies, banks or 
their counsel, two from banking associations, two 
from accounting firms and one from a law firm. 


DISCLOSURE OF LOANS TO NONOFFICER 
DIRECTORS 


In Release No. 33-6145 the Commission proposed 
amendment of Schedule | of Rule 9-05 to provide for 
aggregate reporting of amounts receivable from 
nonofficer directors incurred in the ordinary course 
of business. Schedule | as adopted in September 
1978 inconnection with a comprehensive revision of 
Article 9 of Regulation S-X? provides for detailed 
disclosure of indebtedness of directors, executive 





' Release Nos. 33-6145, 34-16326, 35-21284, IC- 
10932 [44 FR 65774; November 15, 1979]. 


2 Release Nos. 33-5973, 34-15135, 35-20699, IC- 
10389, AS-254 [43 FR41022; September 14, 1978]. 


3 For the purpose of this disclosure the term 
“principal subsidiaries” is defined to include the 
subsidiary with the greatest amount of deposits of all 
consolidated bank subsidiaries and any other 
consolidated subsidiary in which deposits exceed 
fifteen percent of consolidated deposits. 


4 Public Law 95-630, approved November 10, 1978. 
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officers and principal holders of equity securities 
(and their associates) of the registrant bank holding 
company and its principal subsidiaries? which 
exceeds the lesser of $500,000 or 2-1/2 percent of 
stockholders’ equity. 


The Commission received requests from 
approximately 60 registrants and a banking industry 
association for reconsideration of that part of 
Schedule | which calls for disclosure of the names of 
nonofficer directors and their associates. 


In view of those requests and the limitations in the 
Financial Institutions Regulatory and Interest Rate 
Control Act of 1978* on when banks can make loans 
to executive officers, directors and certain 
stockholders, the Commission requested comment 
in Release No. 33-6145 on whether the required 
detailed disclosure of loans to nonofficer directors in 
a schedule to the financial statements was useful in 
evaluating the financial condition and future 
prospects of bank holding companies and banks. 


Thirty-seven of the letters of comment expressed 
support for the proposal to require aggregate in lieu 
of separate disclosure of nonofficer directors’ loans. 


Some commentators suggested further extension of 
the aggregate disclosure provision to loans to 
executive officers and major stockholders as well. 
The Commission has considered this suggestion 
and believes that it is inappropriate in light of the 
relationship of these persons to the bank holding 
company and its subsidiaries. Other commentators 
questioned whether even aggregate disclosure 
about loans to nonofficer directors is useful to 
investors. The Commission believes, however, that 
an investor should be aware of the extent, at least in 
the aggregate, to which a bank makes loans to 
insiders as against loans to the general public. 


The proposed amendment to Schedule | is being 
adopted in substantially the form in which it was 
proposed. 


REVISION OF REPORTING OF LARGE 
CERTIFICATES OF DEPOSIT AND TIME DEPOSITS 


Release No. 33-6145 also proposed disclosure of the 
aggregate amount of time certificates of deposit 
(CD) and other time deposits (TD) in denominations 
of $100,000 or more in both domestic and foreign 
categories. Informative disclosure of such large 
denomination deposits appears necessary-to show 
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the increasing significance of large CD’s and TD's 
and in some banks the increasing reliance on large 
interest bearing deposits in foreign offices. 


A number of banks commented that at least in the 
foreign area virtually all deposits are in large 
denominations. Consequently, we have revised the 
_ proposal for disclosure of large foreign CD’s and TD’s 
so that separate disclosure would not be necessary if 
the aggregate of such deposits is a majority of total 
foreign deposit liabilities. In such cases, a note 
should explain that the aggregate amount of 
deposits in excess of $100,000 is a majority of total 
foreign deposits. 


The proposal for reporting large domestic CD’s and 
other TD’s has been adopted substantially as 
proposed. Interest income, however, is currently 
required by §210.9-03-7 to be detailed in the same 
categories as those specified for deposit liabilities. 
In view of the fact that interest related to large CD's is 
determinable relatively easily while interest related 
to large other TD’s cannot be as easily determined 
because the deposits fluctuate in amount, §210.9- 
03-7 has been revised to continue the existing 
reporting of interest expense related to large CD’s 
but not extended to interest related to large other 
TD’s.5 


EFFECTIVE DATE 


The amendments to §§210.9-02, 03 and 04 shail be 
applicable to financial statements for fiscal periods 
ending on or after December 15, 1980. The 
amendment to §210.9-05 shall be applicable to 
financial statements for fiscal periods ending on or 
after December 15, 1979. 


COMMISSION ACTION: The Commission hereby 
amends Part 210 of Title 17, Chapter II, of the Code 
of Federal Regulations (Regulation S-X) as follows: 





° In recent years, there has been a significant change 
inthe nature of deposit liabilities and related interest 
expense which is not reflected in reporting 
requirements of either the three Federal bank 
regulatory agencies or the SEC. Deposits include 
such accounts and instruments as large CD’s and 
TD’s, money market TD’s, other fixed rate time CD’s 
in amounts less than $100,000, NOW accounts and 
savings passbooks. Registrants should consider the 
relevance to investors of disclosures of such 
information as may be available about these 
categories of deposit liabilities and related interest 
expense. 
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Part 210—FORM AND CONTENT OF FINANCIAL 
STATEMENTS, SECURITIES ACT OF 1933, 
SECURITIES EXCHANGE ACT OF 1934, PUBLIC 
UTILITY HOLDING COMPANY ACT OF 1935, 
INVESTMENT COMPANY ACT OF 1940, AND 
ENERGY POLICY AND CONSERVATION ACT OF 
1975 


BANK HOLDING COMPANIES AND BANKS 


1. In §210.9-02, paragraph 11(e) is revised to read 
as follows: 


§210.9-02 Balance sheets. 


* * * 


ea Se * * 


(e) State separately in a note (1) the aggregate 
amount of time certificates of deposit in 
denominations of $100,000 or more in domestic 
bank offices and (2) the aggregate amount of other 
time deposits in amounts of $100,000 or more in 
domestic bank offices. 


* * 


2. In §210.9-03, paragraph 7 is revised as follows: 


§210.9-03 Income statements. 


* * * % 


7. Interest on deposits. Include interest on all 
deposits. State separately on the income statement 
or in a note interest on deposits detailed in the same 
categories as those specified for deposits at §210.9- 
02-11(a) and §210.9-02-11(e)(1). 


* * * * 


3. In §210.9-04, paragraph (f) is deleted and replace 
with the following: 


§210.9-04 Foreign activities. 


* * * 


(f) Deposit liabilities. (1) State separately deposits of 
(i) banks in foreign countries (including balances of 
foreign branches of other United States banks), (ii) © 
deposits of foreign governments and official 
institutions, (ili) other deposits of foreign demand 
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deposits and (iv) other foreign time and savings 
deposits. 


(2) State also the amount of time certificates of 
deposit and other time deposits in amounts of 
$100,000 or more included in total deposit 
liabilities. If the aggregate of such certificates of 
deposit and time deposits in amounts exceeding 
$100,000 represents a majority of total deposit 
liabilities, the disclosure need not be given, provided 
that there is a statement that a majority of deposits 
were in amounts in excess of $100,000. 


* * aS * * 


4. In §210.9-05, the last sentence under Schedule | 
is deleted and replaced with the following: 


§210.9-05 What schedules are to be filed. 


* * * * * 
Schedule |.* * * 


Notwithstanding the foregoing and the requirement 
of Column A of §210.12-03, indebtedness incurred 
in the ordinary course of business by directors (and 
related persons specified above) who are neither 
executive officers nor principal holders of equity 
securities may be stated in the aggregate in Columns 
B, C, D and E of §210.12-03 and need not be 
reported on an individual basis. The number of 
directors whose indebtedness is included in the 
aggregate amount shall be stated in Column A. It 
shall not be necessary to include in the individual or 
aggregate indebtedness reported those amounts 
related to installment loans as defined in §210.9-02- 
5(c)(3) made in the ordinary course of business. For 
the purpose of this schedule, loans or indebtedness 
made or incurred in the ordinary course of business 
shall be those which (i) were made on substantially 
the same terms, including interest rates and col- 
lateral, as those prevailing at the same time for com- 
parable transactions with other persons, and (ii) did 
not involve more than normal risk of collectibility or 
present other unfavorable features. 


* * * * * 


These amendments are adopted pursuant to 
authority in Sections 6, 7, 8, 10 and 19(a) [15 U.S.C. 
77f, 77g, 77h, 77j, 77s(a)] of the Securities Act of 
1933; Sections 12, 13, 15(d) and 23(a) [15 U.S.C. 
78I, 78m, 780(d), 78w(a)] of the Securities 
Exchange Act of 1934; Sections 5(b), 14 and 20(a) 
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[15 U.S.C. 79e, 79n, 79t(a)] of the Public Utility 
Holding Company Act of 1935; and Sections 8, 30, 
31(c) and 38(a) [15 U.S.C. 80a-8, 80a-29, 80a-30(c) 
and 80a-37(a)] of the Investment Company Act of 
1940. 


Pursuant to Section 23(a)(2) of the Securities 
Exchange Act, the Commission has considered the 
impact of these amendments on competition and is 
not aware of any burden that they would impose on 
competition. In any event, the Commission has 
determined that any possible burden will be 
outweighed by, and is necessary and appropriate to 
achieve, the benefits of these amendments to 
investors and registrants. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16615/February 29, 1980 


see 


SECURITIES ACT OF 1933 
Release No. 6191/February 29, 1980 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16616/February 29, 1980 


In the Matter of 

BOSTON STOCK EXCHANGE, INC. 
53 State Street 

Boston, MA 02109 

(SR-BSE-79-3) 


ORDER APPROVING PROPOSED RULE CHANGE 


On December 26, 1979, the Boston Stock Exchange, 
Inc. (“BSE”) filed with the Commission, pursuant to 
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Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. §78(s)(b)(1) (the “Act”) and Rule 
19b-4 thereunder, copies of a proposed rule change 
which would add a new Section 32 to Chapter II of the 
BSE rules, conforming those rules to the proprietary 
trading restrictions for exchange members under 
Section 11(a)(1)(G) of the Act and Rule 11al-1(T) to 
thereunder. Under Section 32, orders for a 
member's account subject to the above provisions 
would have to bear an identifying notation on the 
order ticket allowing the executing broker to 
communicate to other members in the trading 
crowd that the order must yield priority, parity, and 
precedence to orders for the account of any person 
who is not a member, member organization, or an 
associated person thereof. ° 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 16513, 
January 17, 1980) and by publication in the Federal 
Register (45 FR 5859, January 24, 1980). No 
comments were received with respect to the 
proposed rule filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Sections 6, 11, and 
the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





802/SEC DOCKET 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16617/February 29, 1980 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-79-49) 
ORDER APPROVING PROPOSED RULE CHANGE 


On December 5, 1979, the New York Stock Exchange 
Inc. (“NYSE”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. §78(s)(b)(1) (the “Act’”) and Rule 
19b-4 thereunder, copies of a proposed rule change 
which provides that the proceeds arising from the 
transfer of the membership of an equity member of 
the NYSE, who is associated with a member 
organization, will not be subject to claims of all 
creditors of such member organization, but will 
continue to be available for sums owed the NYSE and 
debts arising out of floor contracts. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 16507, 
January 16, 1980) and by publication in the Federal 
Register (45 FR 5868, January 24, 1980). No 
comments were received with respect to the 
proposed rule filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6, and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16618/March 3, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-80-3 


The Chicago Board Options Exchange, Incorporated 
submitted on February 19, 1980, a proposed rule 
change under Rule 19b-4 to amend its rules 
regarding the procedures for the resolution of 
unmatched trades. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 10, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-80-3. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16619/March 3, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PhIx-80-5 


The Phiadelphia Stock Exchange, Inc. submitted on 
February 25, 1980, a proposed rule change under 
Rule 19b-4 to define spread orders, straddle orders 
and combination orders and to accord to 
combination orders the same limited exception to 
book priority which is presently accorded to spread 
and straddle orders. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 10, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, view and arguments concerning 
the submission within 21 days from the date of 
publication in the Federal Register. Persons desiring 
to make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PhIx-80-5. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16620/March 4, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-AMEX-80-4 


The American Stock Exchange, Inc. (“Amex”) 
submitted on February 25, 1980, a proposed rule 
change under Rule 19b-4 to amend Rule 184(a) to 
remove the restrictions on the number of clerks an 
Amex specialist or specialist unit may employ. That 
portion of Amex Rule 184(a) that limits the number 
of clerks per specialist and per specialist unit would 
be rescinded, and specialists would be authorized to 
employ whatever number of clerks the Amex regards 
as reasonable in view of the anticipated volume in 
the specialists’ registered securities. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 10, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-AMEX-80-4. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16621/March 4, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11064/March 4, 1980 


FIRST MULTIFUND ADVISORY COPR, ET. AL. 


The Securities and Exchange Commission has 
ordered public administrative proceedings pursuant 
to Section 9(b) of the Investment Company Act of 
1940 and Section 15(b) of the Securities Exchange 
Act of 1934 against First Multifund Advisory Corp., 
Milton Mound, James F. Bender, Kurt |. Lewin, M. 
Lester Mendell, |.1. Rabi, Robert G. Stephens, Jr., 
Elliott B. Strauss, Aaron W. Warner and Norman D. 
Waters. 


The proceedings are based upon allegations by the 
Commission’s staff that the respondents violated 
antifraud, reporting, and other provisions of the 
federal securities laws in connection with the 
activities of First Multifund for Daily Income, Inc. 
(“FMDI”) and First Multifund of American, Inc. 
(“FMA”). Prior to reorganizations which took place in 
1979, FMDI was an open-end investment company 
which invested primarily in certificates of deposit 
issued by commercial banks, while FMA was an 
open-end investment company which invested in 
shares of other investment companies. Milton 
Mound, through First Multifund Advisory Corp., 
acted as investment adviser to and broker-dealer for 
both FMDI and FMA from their inception until 1979. 
The remaining respondents were directors of FMDI 
and FMA between 1974 and 1979. 


With respect to FMDI, the Order alleges that the 


respondents improperly valued long-term 
certificates of deposit in FMDI’s portfolio according 
to the amortized cost method of valuation. The Order 
further alleges that, as rising interest rates caused 
the fair market value of the securities in FMDI’s 
portfolio to decline, the respondents’ use of the 
amortized cost method of valuation resulted in 
overstatements of the fund’s net asset value. In 
December 1979, FMDI liquidated its entire portfolio 
at a loss and reduced its net asset value per share 
from $1.00 to $.94. 
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With respect to FMA, the Order alleges that the 
advisory corporation and Mound adopted an 
investment strategy which caused that fund to 
engage in excessive portfolio transactions. 


The Order further alleges that both FMA and FMDI 
filed registration statements and other disclosure 
documents which misrepresented or failed to 
disclose material facts concerning their operations. 


A hearing will be scheduled to take evidence on the 
allegations of the staff and to afford the respondents 
an opportunity to present any defenses they may 
have. The purpose of the hearing is to determine 
whether the allegations are true and, if so, what if any 
remedial action would be appropriate. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16622/March 4, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11065/March 4, 1980 


ADMINISTRATIVE PROCEEDING 
File No. 3-5882 


In the Matter of 


PAUL BUCHBAUM 
S. JAY LEVY 


ORDER INSTITUTING AND DISPOSING OF 
PROCEEDINGS AND IMPOSING REMEDIAL 
SANCTIONS 


In connection with a proposed administrative 
proceeding, Paul Buchbaum (“Buchbaum’”) and S. 
Jay Levy (“Levy”) have submitted Offers of 
Settlement, which the Commission has determined 
to accept. Solely for the purpose of these 
proceedings and any other proceedings brought by 
the Commission, Buchbaum and Levy, without 
admitting or denying the findings, conclusions or 
allegations herein, consent to the entry of the 
findings of violations and the imposition of sanctions 
contained in this order.' 


FACTS 


First Multifund for Daily Income, Inc. (“FMDI”) was 
an open-end diversified management investment 


Volume 19, No. 11, March 18, 1980 


company which invested substantially all of its 
assets in certificates of deposit issued by 
commercial banks. In November 1979, 
substantially all the assets of FMDI were exchanged 
for shares of Oppenheimer Monetary Bridge, Inc. in 
a reorganization. 


First Multifund of America, Inc. (“FMA”) was an 
open-end diversified management investment 
company which invested substantially all of its 
assets in shares of other investment companies. In 
November 1979, the assets of FMA were exchanged 
for shares of Oppenheimer Special Funds, Inc. ina 
reorganization. 


First Multifund Advisory Corporation (“FMAC”) acted 
as investment adviser to and broker-dealer for both 
FMA and FMDI from their inception until March 
1979, when the advisory agreement with both funds 
was terminated. 


Buchbaum, at one time a 10 percent owner of 
FMAC, served as vice-president and treasurer of 
FMAC from 1974 to 1978 and as an officer of both 
funds from 1974 until 1979. 


Levy served as a director of FMA and FMDI between 
1974 and 1979. Between 1974 and 1977, Levy acted 
as a consultant to FMAC and held approximately 6 
percent ot the stock of FMAC. 


The FMDI prospectuses, annual and periodic 
reports, and sales literature disseminated by FMDI 
to shareholders or prospective shareholders and/or 
filed with the Commission were materially false and 
misleading. Certain of these documents, among 
other things, described FMDI as a money market 
fund offering “maximum safety” comparable to a 
savings account in a commercial bank. In fact, the 
fund invested in certificates of deposit with 
maturities considerably in excess of one year, and 
the value of its portfolio was extremely vulnerable to 
fluctuations in interest rates. As a result, FMDI's 
shareholders were subjected to substantial 
undisclosed market risks. 





‘The findings made herein apply only to 
Respondents Buchbaum and Levy and are based 
upon their offers of settlement in which they consent 
without admitting or denying any of the statements 
findings, conclusions or allegations set forth herein, 
to the issuance of this Order. No hearing has been 
held by the Commission. 
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Although the weighted average maturity of FMDI’s 
portfolio ranged as high as 825 days, the fund 
improperly valued its assets on an amortized cost 
basis and failed to reflect changes in their market 
value caused by fluctuating interest rates. In late 
1978, as interest rates rose and FMDI investors 
switched to other investments offering a higher 
yield, FMD! was forced to borrow money to meet 
redemptions. Ultimately, in December 1978, FMAC 
liquidated the entire FMDI portfolio and reinvested 
its assets in short-term instruments. Because FMDI 
had continued to value its portfolio at amortized cost 
in the face of rising interest rates, the fund was 





2In connection with their examination of FMDI’s 
1977 financial statements, FMDI’s auditors, Peat, 
Marwick, Mitchell & Co., were aware of and 
considered the accounting requirements imposed 
on FMDI by the Investment Company Act of 1940, 
Regulation S-X and Investment Company Act 
Releases Nos. 8757 ad 9786. The auditors 
concluded that there was no material difference 
between a valuation of the portfolio based upon 
amortized cost and a valuation based upon current 
realizable value of the portfolio. The analysis leading 
tc this conclusion should have been documented in 
the audit workpapers, but was not. The auditor’s 
conclusion did not relieve them of their 
responsibility to challenge whether FMDI’s use of 
amortized cost was an appropriate accounting 
practice given the average 825-day maturity of the 
portfolio. The auditors knew, at the time they 
completed their audit, that the 1977 financial 
statements would be included in FMDI’s 1978 
prospectus. The auditors also knew that FMDI 
intended to continue using the amortized cost 
method of valuation for purposes of determining its 
net asset value per share. Due to the risk that this 
method could result in material inaccuracies, the 
auditors should have advised FMDI to change its 
accounting policy and make appropriate disclosure. 
lf FMDI did not, the auditors should have modified 
their accountants’ report on FMDI’s financial 
statements with disclosure of FMDI’s use of an 
inappropriate accounting practice, the risks 
involved in that practice, the significant impact 
which the practice could have on the calculated net 
asset value, and the fact that FMDI was engaged in 
litigation with the Commission over the issue. The 
accounting firm has taken corrective measures. 
Although the accounting firm is not a party to these 
proceedings, it has informed the Commission that it 
does not object to the Commission's expression of 
the foregoing views. 
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forced by the liquidation to recognize a 6% 
($508,000) decrease in its net asset value.” 


In December 1978, Buchbaum redeemed 29,550 
shares of FMDI on behalf of his parents, who used 
the funds to satisfy a preexisting commitment. 
Buchbaum effected this transaction five days after 
completing an analysis which demonstrated that 
FMDI’s net asset value was overstated by 
approximately 6%. 


. Between 1974 and 1978, FMAC caused FMDI to sell 


previously sold and redeemed shares of FMDI 
without reregistering such shares, in violation of 
Section 5 of the Securities Act of 1933. 


The prospectuses, annual and periodic reports and 
sales literature disseminated by FMA to 
shareholders and prospective shareholders and/or 
filed with the Commission were materially false and 
misleading. Certain of these documents, among 
other things, represented that FMA’s investment 
policy was to pursue long-term growth of capital by 
investing in a managed portfolio of approximately 
twenty selected mutual funds. However, the actual 
investment strategy followed by FMAC was to buy 
and sell shares of other mutual funds based 
primarily upon an analysis of their performance over 
the previous four to thirteen weeks. This investment 
strategy resulted in annual portfolio turnover rates 
which ranged as high as 539%, and generated 
substantial commission revenues to FMAC as the 
fund’s affiliated broker. Further, FMA failed to 
disclose that without these commission revenues, 
which greatly exceeded the revenues derived from 
FMAC’s management fee, FMAC would not have 
been a viable entity. 


FMAC caused FMA to make purchases which 
resulted in FMA owning more than 3% of the 
outstanding shares of three registered investment 
companies in violation of Section 12(d)(1)(A)(i) of 
the Investment Company Act of 1940. 


While Buchbaum does not appear to have been 
responsible for establishing policies for the funds 
concerning portfolio strategy or valuation, he was an 
officer of FMAC. He acquiesced in these policies and 
supervised their implementation on a daily basis 
and assisted in the preparation of the disclosure 
documents. 


Levy, aS a director of FMA and FMDI, did not 
adequately fulfill his obligation in overseeing the 
funds. He failed to make an adequate review of the 
investment policies pursued by FMAC and the 
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disclosure documents disseminated to 
shareholders and filed with the Commission. 
Further, Levy approved an increased management 
fee paid to FMAC by FMA and FMDI without 
requesting and evaluating such information as was 
necessary to evaluate the terms of the management 
contract. 


OFFERS OF SETTLEMENT 


The Respondents herein have submitted Offers of 
Settlement in which they waive the institution of 
formal administrative proceedings and, without 
admitting or denying any of the statements or 
conclusions set forth herein, agree to the issuance of 
this Order Instituting and Disposing of Proceedings 
and Imposing Remedial Sanctions. 


Buchbaum, in submitting his Offer of Settlement, 
states that he followed the instructions of his 
superior and relied upon the advice of counsel for 
the funds in connection with the activities described 
herein. 


Levy, in submitting his Offer of Settlement, states 
that he at all times conducted himself in accordance 


with what he believed to be the best interest of FMA, 
FMDI and their shareholders, in reliance upon 
advice of counsel of FMA and FMDI with respect to 
fulfillment of his legal responsibilities. 


FINDINGS 


On the basis of the staff's investigation and 
Buchbaum’s and Levy’s Offers of Settlement, the 
Commission finds: 


(1) Buchbaum willfully? violated Sections 5 and 17 of 
the Securities Act of 1933 (“Securities Act”), Section 
10(b) of the Securities Exchange Act of 1934 
(“Exchange Act’) and Rule 10b-5 promulgated 
thereunder, Sections 12(d)(1)(A)(i), 15(c), and 
30(a), (b) and (d), of the Investment Company Act of 
1940 and Rule 22c-1 promulgated thereunder, and 
Section 206 of the Investment Advisers Act of 1940; 
and 





*Willfully,” for the purposes of administrative 
proceedings brought by the Commission does not 
require a finding, and none is made here, that a 
person intended to violate the law or otherwise 
engage in any wrongful act or omission. It merely 
requires a finding that a person was aware of his act 
or omission. 
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(2) Levy, by failing to perform adequately his 
oversight responsibilities as a director, willfully 
violated Section 15(c) of the Investment Company 
Act of 1940 and Rule 22c-1 promulgated 
thereunder, and willfully facilitated violations of 
Section 17 of the Securities Act, Section 10(b) of the 
Exchange Act and Rule 10b-5 promulgated 
thereunder, and Section 30(a), (b) and (d) of the 
Investment Company Act of 1940. 


ORDER 


Accordingly, IT IS ORDERED that proceedings 
pursuant to Section 15(b) of the Exchange Act and 
Section 9(b) of the Investment Company Act of 1940 
be, and they hereby are, instituted. 


IT IS FURTHER ORDERED: 


(1) That Respondent Buchbaum, for a period of 18 
months from entry of this Order, is barred from 
acting as an employee, officer, or director of an 
investment adviser, registered investment company 
or broker-dealer; and shall thereafter comply with 
his undertaking not to serve in an unsupervised 
Capacity for any investment adviser or registered 
investment company for a period of three years; and 


(2) That Respondent Levy is hereby censured and 
shall hereafter comply with his undertakings that, 
with the exception of positions held with FMA and 
FMDI, which have adopted plans of reorganization 
and liquidation, he will not serve as an officer or 
director of a registered investment company for one 
year from entry of this Order. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16623/March 5, 1980 


INTERPRETATIVE RELEASE RELATING TO TENDER 
OFFER RULES 


ACTION: Publication of staff interpretations. 


SUMMARY: The Securities and Exchange 
Commission today authorized the issuance of this 
release reflecting the views of the Division of 
Corporation Finance (the “Division”) with respect to 
when certain tender offers commence under 
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Regulation 14D [17 CFR §240.14d-1 through 
§240.14d-101] and Regulation 14E [17 CFR 
§240.14e-1 through §240.14e-2]. These views are 
being published in response to a number of requests 
for interpretive advice received by the Division. 


FOR FURTHER INFORMATION CONTACT: 
Registrants with specific questions concerning the 
subject matter of this release or the operation of 
Regulations 14D and 14E should contact Herbert A. 
Einhorn at (202) 272-3097. 


SUPPLEMENTARY INFORMATION: On December 6, 
1979 the Commission issued Securities Exchange 
Act Release No. 16384, 44 FR 70376, which adopted 
new tender offer rules under the Williams Act. Since 
the adoption of these rules, certain interpretative 
questions have been addressed to the staff 
concerning the operation of certain aspects of these 
rules. In general, these questions relate to events 
which cause a tender offer to commence, the 
adequacy of the dissemination of the offer and the 
period of time when an offer must remain open. 


Set forth below is a series of interpretations in 
question and answer format.! In conjunction with 
these interpretations, this release re-emphasizes 
certain concepts applicable to areas where 
compliance difficulties have arisen. 


1. Question: Will a public announcement by the 
subject company or by another person having no 
relationship with a bidder of a bidder's intention to 
make a cash tender offer together with the 
information referred to in Rule 14d-2(c) commence 
the five business day period in Rule 14d-2(b)? 


Response: No. Only a public announcement by the 
bidder or on the bidder's behalf will commence a 
tender offer pursuant to any of the provisions of Rule 
14d-2.? As a practical matter, however, if a bidder’s 
intention becomes generally known, the bidder may 





‘These interpretations should be considered 
together with Release No. 34-16384. 


2In certain situations where the bidder and subject 
company agree or arrange that the subject company 
will make the public announcement and such public 
announcement does not arise solely out of the 
subject company’s disclosure duty, the public 
announcement will be viewed as being made on 
behalf of the bidder. 
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be unable to deny its intentions, and any affirmation 
of the information referred to in Rule 14d-2(c) by or 
on behalf of the bidder would cause the tender offer 
to start under Rule 14d-2(b). 


2. Question: Will a public filing by the bidder with a 
state or federal agency which sets forth all of the 
information referred to in Rule 14d-2(c) with respect 
to a cash tender offer subject to Section 14(d) of the 
Exchange Act constitute a public announcement 
which would start the five business day period in 
Rule 14d-2(b) running? 


Response: Yes. Any announcement of the 
information referred to in Rule 14d-2(c) relating to 
the identity of the parties and the price and amount 
of securities sought which would make _ that 
information available to the public would constitute 
a “public statement” within the meaning of Rule 
14d-2(b), would be deemed to constitute the 
commencement of a tender offer and would 
commence the five business day period referred to 
in that rule. 


3. Question: Assuming that a public announcement 
has been made which would require the bidder to file 
tender offer materials, need the bidder do anything 
more than file and deliver its tender offer materials 
in accordance with Rule 14d-3? 


Response: Yes. The bidder must also make 
adequate dissemination of its offer to security 
holders. See Rule 14d-2(b)(2). Under the statutory 
scheme, tender offers commence on the date they 
are first published or sent or given to security 
holders. See Rule 14d-2(a). In the Division’s view, 
adequate publication, sending or giving is always 
required in order to assure that the information 
required by Rule 14d-6 is disseminated to security 
holders who are confronted with an investment 
decision to tender, sell or hold the securities being 
sought by the bidder. Rules 14d-4 and 14d-5 set 
forth procedures which, if followed, will be deemed 
to constitute adequate publication. Recognizing, 
however, that some flexibility should be afforded, 
Rules 14d-4 and 14d-5 are not mandatory; and each 
bidder is left free to select those means of 
dissemination which, under the particular 
circumstances, will reasonably assure that the 
information referred to in Rule 14d-6 will be 
disseminated adequately to security holders. In this 
regard when dissemination is not made pursuant to 
Rules 14d-4 and 14d-5, Rule 14d-6(a)(4) 
specifically indicates that the materials which are 
published or sent or given to security holders on the 
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date of commencement must include specified 
information. See question seven with respect to the 
obligation of the bidder to accept shares of the target 
company for deposit. 


4. Question: Once an offer has commenced, must 
the offer remain open continuously for 20 business 
days or may the offer be conditioned in such a way 
that it will not actually commence until a later date? 


Response: Once commencement occurs (i.e. the 
offer is published or sent or given to security 
holders), the offer must remain open continuously 
from the date of commencement for at least the 
minimum twenty business day period referred to in 
Rule 14e-1, unless the tender offer is withdrawn by 
the bidder. The time periods set forth in the Williams 
Act and in the rules thereunder, including the time 
periods relating to proration and withdrawal rights, 
are generally computed from the date of 
commencement. These rights would be rendered 
ineffective if the offer were not concurrently open. 


5. Question: Can a bidder's acceptance for payment 
of the securities tendered in response to a tender 
offer be conditioned upon the obtaining of a state or 
federal regulatory approval? 


Response: Yes. Nothing in the rules prohibits offers 
under the terms of which the acceptance for 
payment is conditioned upon fulfillment of a 
condition requiring regulatory approval. The 
Commission recognized in Release No. 34-16384 
that regulatory approvals may be required before a 
bidder will be permitted to actually purchase shares. 
The nature and extent of any such condition must be 
fully described in the bidder’s tender offer materials. 


6. Question: Is it permissible for a bidder to 
announce the specific terms of a cash tender offer 
which will be filed and disseminated immediately 
but will only be made if a state or federal regulatory 
approval is obtained? 


Response: No. Under the rules once the information 
set forth in Rule 14d-2(c) has been publicly 
announced the offer has been made and the offer 
must be adequately disseminated. A mere 
commitment or other indication of an intent to make 
an offer at a future date is not permitted under the 
rule, if the information referred to in Rule 14d-2(c) 
has been disclosed by the bidder. Again, minimum 
periods, proration and withdrawal periods under the 
statute and the rules have been based on the 


Volume 19, No. 11, March 18, 1980 


assumption that an offer has been made and is 
outstanding. 


7. Question: Must the bidder be prepared to receive 
shares for deposit immediately from and after the 
date of commencement or may the bidder indicate 
that no shares will be accepted for deposit until a 
state or federal regulatory approval has been 
obtained or some other condition has been fulfilled? 


Response: The bidder must be willing at all times 
during its offer to accept shares for deposit. In order 
to have an offer, security holders must be in a 
position to accept the offer or tender for acceptance 
throughout the period of the offer. Again, many ofthe 
time periods relating to withdrawal, minimum offer 
periods and proration have been based upon this 
assumption. Notwithstanding the foregoing, 
however, if a bidder expects that a necessary 
regulatory approval will take a long period of time to 
obtain, the bidder should disclose that expectation 
and should give adequate notice when the approval 
has been obtained. 


8. Question: When does the 20th business day end 
for purposes of computing the minimum tender 
offer period under Rule 14e-1? 


Response: Pursuant to Rule 14d-1(b)(7), the 20th 
business day ends at twelve midnight eastern time 
on the 20th business day and the offer must remain 
open continuously until at least that time. 
Accordingly, bidders may not indicate that shares 
must be deposited prior to the close of business on 
the 20th business day, since at that time the 
minimum period has not run. Bidders who wish to 
avoid the inconvenience of providing facilities forthe 
deposit of shares after normal business hours may 
extend their offers into the day following the 20th 
business day. Naturally, offers which extend more 
than 20 business days and which are not otherwise 
required to be open as a result of other provisions of 
the rules may be terminated at any time during the 
day, but the time and procedures relating to deposit 
of shares prior to termination must be clearly 
described in the bidder's tender offer materials. 


9. Question: Assuming that a bidder has made a 
public announcement with respect to a cash tender 
offer which contains the information referred to in 
Rule 14d-2(c) and within five business days files and 
contemporaneously disseminates its tender offer 
materials in compliance with the other provisions of 
the rules, does the 20 business day minimum period 
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referred to in Rule 14e-1 run from the date of the 
public announcement or the later date of filing and 
dissemination? 


Response: The 20 business day period commences 
on the later date of filing and dissemination. Under 
Rule 14d-2(b)(2)(i), the date of commencement is 
determined by the date information is filed and 
disseminated to security holders. Throughout the 
rules, the date of commencement and the date of 
first publication, sending or giving are synonymous. 
Accordingly, the reference to first publication, 
sending or giving referred toin Rule 14e-1 also refers 
to the date of commencement as determined under 
Rule 14d-2. See Rule 14d-1(a). 


10. Question: If a subject.company makes a 
recommendation which would require the filing of 
Schedule 14D-9 prior to the lapse of ten business 
days following commencement of the bidder’s offer, 
must a response be given to Item 4(b) of Schedule 
14D-9 even though the subject company is not yet 
required to take a position with respect to the offer 
under Rule 14e-2? 


Response: Item 4(b) and all other items of Schedule 
14D-9 must be fully answered. Rules 14d-9 and 14e- 
2 operate independently. If a subject company takes 
actions which invoke the provisions of Rule 14d-9, it 
must comply with all requirements of that rule, even 
though the ten business day period under Rule 14e- 
2 has not yet expired. If this compliance also 
satisfies the later requirements imposed by Rule 
14e-2, asubsequent filing will not be required. In any 
event, however, it should be recognized that once a 
Schedule 14D-9 has been filed it must be updated to 
reflect material changes. See Rule 14d-9(b). 


Accordingly, 17 CFR Part 241 is amended by adding 
this release thereto. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PHILADELPHIA STOCK EXCHANGE, INC. 
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File No. SR-Phlx-80-4 


The Philadelphia Stock Exchange, Inc. (“PhIx”) 
submitted on March 3, 1980, a proposed rule 
change under Rule 19b-4 to amend Phix Rule 1046 
to provide additional exemptions to its “restricted 
option rule” for (1) Registered Options Traders, (2) 
the entry of orders which result in spread positions, 
and (3) opening purchases of puts which are offset 
by long positions in the underlying stock or a security 
convertible into the underlying stock. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 17, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Phix-80-4. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16625/March 5, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex- 79-22 


The American Stock Exchange, Inc. (“Amex”) 


submitted on January 2, 1980, a proposed rule’ 


change under rule 19b-4 to amend Commentatory 
.01 to its Rule 958 to clarify that options transactions 
of Registered Options Traders (“ROT”) must actually 
be initiated by the ROT while on the floor of the 
exchange in order to qualify for the specialist 
exemptions from Regulation T of the Federal 
Reserve Board(12 CFR 220) and Section 11(a) ofthe 
Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 10, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 


concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 


desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex 79-22. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16626/March 5, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
the single ten day suspension of exchange and 
over-the-counter trading for the period commencing 
at 2:30 p.m. (EST) on March 5, 1980 and terminating 
at midnight (EST) on March 14, 1980 of the 
securities of Alpha Energy and Gold, a Utah 
corporation with principal executive offices located 
at Ouray, Colorado. 


The Commission suspended trading in the 
securities of Alpha Energy and Gold in light of 
questions which have been raised regarding the 
bases for statements concerning ore reserves at the 
company’s mining properties located near Silverton 
and Naturita in Southwestern Colorado. 


The Commission cautions brokers, dealers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be aware 
of the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading: 
suspension, no quotation may be entered unless and 
until they have strictly complied with all the 
provisions of such rule. If any broker or dealer has 
any questions as to whether or not he has complied 
with such rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with such rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of such rule, the Commission will consider 
the need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16627/March 5, 1980 


see 


SECURITIES ACT OF 1933 
Release No. 6194/March 5, 1980 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16628/March 5, 1980 


Notice Obligations of Self Regulatory Organizations 
with respect to Final Disciplinary Actions, Denials, 





‘Section 19(d) was enacted as part of the Securities 
Acts Amendments of 1975, Pub. Law. 94-29 (June 4, 
1975). 


*19(d)(1) of the Act, 15 U.S.C. 78s(d)(1) provides: 


If any self-regulatory organization imposes any final 
disciplinary sanction on any member thereof or 
participant therein, denies membership or 
participation to any applicant, or prohibits or limits 
any person in respect to access to services offered 
by such organization or member thereof or if any 
self-regulatory organization (other than a registered 
clearing agency) imposes any final disciplinary 
sanction on any person associated with a member, 
or bars any person from becoming associated with a 
member, the self-regulatory organization and (if 
other than the appropriate regulatory agency for the 
self-regulatory organization) the appropriate 
regulatory agency for such member, participant, 
applicant, or other person. The notice shall be in 
such for and contain such information as the 
appropriate regulatory agency for the self-regulatory 
organization, by rule, may prescribe as necessary or 
appropriate in furtherance of the purposes of this 
title. 
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Bars, or Limitations Repecting Membership, 
Assocation, Participation or Access to Services, and 
Summary Suspensions 


ACTION: Notice of proposed rule-making. 


SUMMARY: The Commission is proposing an 
amendment to Rule 19d-1 [17 CFR §240.19d-1] 
under the Securities Exchange Act of 1934 (“Act”) to 
exempt from the rule’s reporting requirements 
notices of uncontested summary disciplinary 
sanctions (including summary fines not exceeding 
$500) imposed by a national securities exchange for 
violations of its regulations governing personal floor 
decorum. 


DATES: Comments should be submitted on or before 
April 18, 1980. 


ADDRESSES: Persons wishing to submit written 
views snould file three copies thereof with George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Room 892, 500 North Capitol Street, 
Washington, D.C. 20549. All submissions should 
refer to File No. S7-823 and will be available for 
public inspection at the Commission’s Public 
Reference Room, Room 6101, 1100 L Street, 
Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: 


Angela Desmond, Esq,., 

Division of Market Regulation 
Securities and Exchange Commission 
Room 359 

500 North Capitol Street 

Washington, D.C. 20549 

(202) 272-2396 


SUPPLEMENTARY INFORMATION: Rule 19d-1 [17 
CFR §240.19d-1] prescribes the content of notices 
by self regulatory organizations of final disciplinary 
actions, denials, bars or limitations respecting 
membership, association, participation or access to 
services, and summary suspensions. The rule was 
adopted in July 1977, pursuant to Section 19(d)(1) 
of the Securities Exchange Act (‘Act’)! which 
requires that self-regulatory organizations promptly 
report any of the above-noted actions to the 
Commission (or appropriate regulatory agency) in 
such form as the Commission (or appropriate 
regulatory agency) prescribes by rule.* Notices filed 
with the Commission pursuant to Section 19(d)(1) of 
the Act are subject to review by the Commission on 
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its own motion or upon application by any aggrieved 
person under Section 19(d)(2) of the Act.° 


Subsection (c) of Rule 19d-1, which the Commission 
is proposing to amend, requires any self-regulatory 
organization for which the Commission is the 
appropriate regulatory agency that takes “any final 
disciplinary action’’ with respect to file promptly a 
notice thereof with the Commission.® 


In adopting the rule, the Commission identified 
three objectives it hoped to achieve.® The first was to 
obtain from the self-regulatory organizations reports 
of disciplinary sanctions, denials of membership 
and similar actions, as required by the Act.’ The 
second objective was to satisfy the requirement of 
Section 19(d)(1) that such actions be promptly 


reported to the Commission pursuant to 
Commission rule. The third objective was to ensure 
that such reports and notices supply sufficient 
information regarding the background, factual 
basis, and issues involved to enable the Commission 
to determine whether the case should be called up 
for review on the Commission’s own motion, and to 
ascertain generally whether the self-regulatory 
organization is adequately carrying out its 
responsibilities under the Act. The Commission 
expressly considered self-regulatory organization 
comments that reporting minor disciplinary 
sanctions would be of limited vaiue for purposes of 
Commission review or oversight, would not serve any 
significant regulatory purpose, and would entail 
excessive costs to the self-regulatory organizations 
in light of the de minimis nature of the violations and 





3Section 19(d)(2) of the Act, 15 U.S.C. 78s(d)(2), 
provides: 


Any action with respect to which a self-regulatory 
organization is required by paragraph (1) of this 
subsection to file notice shall be subject to review by 
the appropriate regulatory agency for such member, 
participant, applicant, or other person, on its own 
motion, or upon application by any person aggrieved 
thereby filed within thirty days after the date such 
notice was filed with such appropriate regulatory 
agency and received by such aggrieved person, or 
within such longer period as such appropriate 
regulatory agency may determine. Application to 
such appropriate regulatory agency for review, orthe 
institution of review by such appropriate regulatory 
agency on its own motion, shal! not operate as a stay 
of such action unless such appropriate regulatory 
agency otherwise orders, summarily or after notice 
and opportunity for hearing on the question of a stay 
(which hearing may consist solely of the submission 
of affidavits or presentation of oral arguments). Each 
appropriate regulatory agency shall establish for 
appropriate cases an expedited procedure for 
consideration and determination of the question of a 
stay. 


‘For the purposes of Rule 
discimplinary action” means: 


19d-l(c) a “final 


the imposition of any final disciplinary sanction 
pursuant to Section 6(b)(6), 15A(b)(7), or 
17A(b)(3)(G) of the Act or other action of a self- 
regulatory organization which, after. notice and 
opportunity for hearing, results in any final 
disposition of charges of: 
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(1) one or more violations of— 
(i) the ruies of such organization; 
(ii) the provisions ov the Act or rules thereunder; or 


(iii) in the case of a municipal securities broker or 
dealer, the rules of the Municipal Securities 
Rulemaking Board; 


(2) acts or practices constituting a statutory 
disqualification of a type defined in subparagraph 
(D) or (E) (except prior convictions) of Section 
3(a)(39) of the Act; or 


(3) in the case of a proceeding by a national 
securities exchange or registered securities 
association based on Section 6(c)(3)(A)(ii), 
6(c)(3)(E)(ii), 15A(g)(3)(A) (ii), or 15A(g)(3)(B) (ii) of 
the Act, acts or practices inconsistent with just and 
equitable principles of trade. 


SRule 19d-1(c). Subsection (d) of Rule 19d-1 
prescribes the content of notices of final disciplinary 
actions. 


*Securities Exchange Act Release No. 13726 (July 8, 
1977), 42 FR 36412 (July 14, 1977) at 1110 
(‘Release No. 13726”). 


See Sections 6(c), (d), 15A(g), (h), and 17A(b)(4), 


(5) of the Act, 25 U.S.C. 78f(c), (d); 78a3(g), (h); and 
78q-1(0)(4)(5). 
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sanctions. The Commission rejected these 
arguments on the grounds that the Act required self- 
regulatory organizations to give the Commission 
notice of all disciplinary sanctions and that the 
Commission needed certain minimum information 
regarding each matter covered by Rule 19d-1 in 
order to be informed of the matter and to take 
appropriate action on its own motion or take other 
remedial action in the exercise of its general 
oversight responsibilities.® 


In March 1979, the American Stock Exchange 
(“Amex”) petitioned the Commission to amend Rule 
19d-1(c) to exempt from the reporting requirements 
notices of sanctions imposed for violations of 
regulations of national securities exchanges 
regarding trading floor decorum.’ The grounds of the 
Amex petition are that infractions of these rules are 
“purely administrative” and the requirement that 
they be reported to the Commission “may impose 
unnecessary burdens, yet fail to yield any 
appreciable regulatory benefits.”!° The Amex also 
urges that Congress did not contemplate the 
reporting of these minor violations in adopting 
Section 19(d)(1). In support of its position the Amex 
suggests that Congress was concerned with 
providing regulatory checks over the exercise of 
“governmental-type powers” of self-regulatory 
organizations, whereas the imposition of minor 
sanctions for decorum rules violations is not unique 
to a self-regulatory organization or government 
agency but is a general characteristic of private- 
sector institutions. 


The Commission believes that, while its prior 
construction of Section 19(d)(1) is not inconsistent 
with the legislative history of the Act, the legislative 





Sid. at 1112. With respect to notices of final 
disciplinary actions taken for minor rule infractions, 
subsection (d) of the rule provides that notices need 
not include more detail than appropriate and thus 
affords self-regulatory organizations considerable 
latitude for keeping reporting burdens to a 
minimum. /d. 


‘These regulations generally set standards of 
appropriate dress and regulate such conduct of 
members while on the trading floor as running, 
eating, drinking and using abusive language. 
Amex petition at pp. 2, 1. 

Section 19(b) of the Act, 15 U.S.C. 78s(b). 
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history of Section 19(d)(1) does not require such a 
broad construction. Moreover, in the two and one- 
half years the rule has been in effect, reports of 
summary uncontested sanctions, including fines 
not exceeding $500, for violations of trading floor 
decorum regulations have been of little, if any, value 
in discharging the Commission's oversight 
responsibilities over the exchanges. In light of their 
limited utility, the Commission believes that 
exempting them from the reporting requirements of 
the rule would remove an unnecessary regulatory 
burden on both the exchanges and the Commission 
staff. 


The Commission, of course, reviews all rules, 
including those regarding trading floor decorum, at 
the time they are adopted by an exchange to 
determine whether they are consistent with the 
purposes of the Act.!! Moreover, the Commission 
notes that exchanges are still required by the 
Commission rule 17a-1(a) [17 CFR 240.17a-1(a)] to 
keep a record of all disciplinary sanctions including 
those involving floor decorum. 


The Commission believes it is appropriate to 
continue to require exchanges to file notices of (1) 
any contested summary decorum sanctions, and (2) 
decorum sanctions that are imposed at or as aresult 
of a hearing. Reporting under these circumstances 
is consistent with the purposes of section 19(d) and 
will provide the Commission with information 
necessary to perform its oversite of the fairness of 
exchange enforcement and disciplinary activities. 
The Commission stresses that the proposed 
exemption tothe reporting requirements of rule 19d- 
l(c) applies solely to uncontested summary 
decorum violations and would not be available for 
disciplinary sanction involving recordkeeping, the 
handling of orders, the execution of any securities 
transaction, or any other matter directly related to 
trading on a national securities exchange. Finally, 
the proposed exemption would not effect the 
requirement of subsection (i) of the rule that 
summary suspension of membership or summary 
limitations of access to services, for whatever 
reason, be reported to the Commission within 24 
hours of the effectiveness of those sanctions. 17 CFR 
240.19d-1(i). 


In light of the foregoing, the Commission is 
proposing an amendment to Rule 19d-1l(c) to 
provide that uncontested summary sanctions for 
violations of exchange rules governing decorum ona 
trading floor will not be considered “final” under the 
rule if the sanctioned person has not sought an 
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adjudication, including a hearing, or otherwise 
exhausted his administrative remedies with the 
exchange with respect to the matter. !? 


Accordingly, the Commission proposes to amend 
Part 240 of Chapter || of Title 17 of the Code of 
Federal Regulations by revising paragraph (c) of 
§240.19d-1 as follows:!? 


§240.19d-1 Notices by self-regulatory organizations 
of final disciplinary actions, denials, bars, or 
limitations respecting membership, association, 
participation, or access to services, and summary 
suspensions. 


(c) Any self-regulatory organization for which the 
Commission is the appropriate regulatory agency 
that takes any final disciplinary action with respect 
to any person shall promptly file a notice thereof with 
the Commission in accordance with paragraph (d) 
hereof. For the purposes of this rule, a “final 
disciplinary action” shall mean the imposition of any 
final disciplinary sanction pursuant to Section 
6(b)(6), 15A(b)(7), or 17A(b)(3)(G) of the Act or 
other action of a self-regulatory organization which, 
after notice and opportunity for hearing, results in 
any final disposition of charges of: 


(1) One or more violations of— 

(i) The rules of such organization; 

(ii) The provisions of the Act or rules thereunder; or 
(iii) In the case of a municipal securities broker or 


dealer, the rules of the Municipal Securities 
Rulemaking Board; 


(2) Acts or practices constituting a statutory 
disqualification of a type defined in subparagraph 
(D) or (E) (except prior convictions) of Section 
3(a)(39) of the Act; or 





2The proposed exemption is similar to an exemption 
in subsections (e) and (g) of Rule 19d-1 relating to 
notices or limitations of membership or access to 
services for nondisciplinary reasons. 17 CFR 
240.19d-1(e), (g). 


131m the text of the amended rule italics indicate new 
matter. 
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(3) In the case of a proceeding by a national 
securities exchange or registered securities 
association based on Section 6(c)(3)(A)(ii), 
6(c)(3)(B)(ii), 15A(g)(3)(A)(ii), or 15A(g)(3)(B) (ii) 
of the Act, acts or practices inconsistent with just 
and equitable principles of trade. 


Provided, however, That in the case of a disciplinary 
action in which a national securities exchange 
summarily imposes a fine not exceeding $500 or 
suspends floor privileges of a clerical employee for 
not more than five days for violation of any of its 
regulations concerning personal decorum on a 
trading floor, the disposition shall not be considered 
“final” for purposes of this paragraph if the 
sanctioned person has not sought an adjudication, 
including a hearing, or otherwise exhausted his 
administrative remedies at the exchange with 
respect to the matter. Provided further, That this 
exemption from the notice requirement of this 
paragraph shall not be available where a decorum 
sanction is imposed at, or results from, a hearing on 
the matter. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16629/March 6, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6195/March 6, 1980 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16630/March 6, 1980 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-77-12) 


ORDER APPROVING AMENDED PROPOSED RULE 
CHANGE 


On September 20, 1977, the Municipal Securities 
Rulemaking Board (the “MSRB”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78(s)(b)(1) (the “Act”) and Rule 19b-4 thereunder, 
copies of a proposed rule change, proposed MSRB 
rule G-23, to establish standards of ethical conduct 
and certain other requirements for municipal 
securities brokers and municipal, securities dealers 
(“municipal securities professionals”) that provide 
financial advisory services for compensation to 





\Notice of that filing was published in Securities 
Exchange Act Release No. 13987 (Sept. 22, 1977) 
(42 FR 49856 (1977)). Proposed rule G-23 was 
originally filed as part of a series of rules referred to 
as the MSRB “fair practice” rules. The Commission 
approved the fair practice rules, with certain 
exceptions including proposed rule G-23, in 
Securities Exchange Act Release Nos. 15247 and 
15248 (Oct. 19, 1978) (43 FR 50525 (1978)). 


?Notice of those amendments was published in 
Securities Exchange Act Release No. 15138 (Sept. 7, 
1978) (43 FR 41111 (1978)), and Securities 
Exchange Act Release No. 16152 (Aug. 30, 1979) 
(44 FR 52775 (1979)). 


*The MSRB has indicated that the written agreement 
need not specify a fee at the outset of the financial 


advisory relationship, but must set forth, for 
example, whether the compensation to the financial 
advisor includes a depositary or fiduciary 
relationship with the issuer. The provision of the 
proposal requiring a written agreement would 
become effective 90 days after the date of 
Commission approval of the amended proposed rule 
in order to provide a suitable period within which 
existing oral agreements may be reduced to writing. 
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issuers.! Proposed rule G-23 was amended 
previously on August 23, 1978, and August 28, 
1979.2 In addition to the previous amendments, on 
February 28, 1980, the MSRB submitted a technical 
amendment to the proposed rule to provide that, 
except as otherwise specified, the rule will take 
effect 30 days after the date of approval by the 
Commission. The purpose of the technical 
amendment is to provide municipal securities 
professionals with reasonable time to take such 
actions aS may be necessary to comply with 
proposed rule G-23 upon Commission approval, and 
to avoid unduly disrupting financial advisory and 
underwriting activities which may be in progress at 
that time. 


Amended proposed MSRB ruie G-23 would define 
the term “financial advisory relationship” and 
require that a financial advisory relationship entered 
into by a municipal securities professional for the 
purpose of rendering financial advisory or 
consultant services to a municipal issuer with 
respect to a new issue of municipal securities be 
evidenced by a written agreement which sets forth 
the basis of compensation for such services.? The 
amended proposed rule also would require that a 
municipal securities professional acting as a paid 
financial advisor with respect to a new issue of 
municipal securities satisfy certain conditions 
specified in the proposed rule prior to purchasing 
the same issue. In a competitive sale, the financial 
advisor would be required to obtain the consent of 
the issuer prior to submitting a bid. Prior to 
purchasing securities on a negotiated basis, a 
financial advisor would be required to terminate the 
financial advisory relationship in writing and 
thereafter obtain the issuers consent to the 
acquisition of the securities. In a negotiated sale, a 
financial advisor also would be required to disclose 
to the issuer that there may be a possible conflict of 
interest in changing capacity from financial advisor 
to underwriter, and to disclose in writing the source 
and anticipated profit with respect to underwriting 
the new issue. In addition to the requirements above, 
in the event a financial advisor underwrites a new 
issue of municipal securities, he would be required 
to disclose in writing to each customer the existence 
of the financial advisory relationship. 


The text of proposed rule G-23, as amended, is as 
follows: 


Rule G-23. Activities of Financial Advisors 
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(a) Purpose. The purpose and intent of this rule is to 
establish ethical standards and disclosure 
requirements for brokers, dealers, and municipal 
securities dealers who act as financial advisors to 
issuers of municipal securities. 


(b) Financial Advisory Relationship. For purposes of 
this rule, a financial advisory relationship shall be 
deemed to exist when a broker, dealer, or municipal 
securities dealer renders or enters into an 
agreement to render financial advisory or consultant 
services to or on behalf of an issuer with respect to a 
new issue or issues of municipal securities, 
including advice with respect to the structure, 
timing, terms and other similar matters concerning 
such issue or issues, for a fee or other compensation 
or in expectation of such compensation for the 
rendering of such services. Notwithstanding the 
foregoing, a financial advisory relationship shall not 
be deemed to exist when, in the course of acting as 
an underwriter, a municipal securities dealer 
renders advice to an issuer, including advice with 
respect to the structure, timing, terms and other 
similar matters concerning a new issue of municipal 
securities. 


(c) Basis of Compensation. Each financial advisory 


relationship shall be evidenced by a writing entered 
into prior to, upon or promptly after the inception of 
the financial advisory relationship (or promptly after 
the creation or selection of the issuer if the issuer 
does not exist or has not been determined atthe time 
the relationship commences). Such writing shall set 
forth the basis of compensation for the financial 
advisory services to be rendered, including 
provisions relating to the deposit of funds with orthe 
utilization of fiduciary or agency services offered by 
such broker, dealer, or municipal securities dealer 
or hy a person controlling, controlled by, or under 
common control with such broker, dealer, or 
municipal securities dealer in connection with the 
rendering of such financial advisory services. The 
requirement for a writing shall become effective on 
June 4, 1980. 


(d) Underwriting activities. No broker, dealer, or 
municipal securities dealer that has a financial 
advisory relationship with respect to a new issue of 
municipal securities shall acquire as principal either 
alone or as a participant in a syndicate or other 
similar account formed for the purpose of 
purchasing, directly or indirectly, from the issuer all 
or any portion of such issue, or arrange for such 
acquisition or participation by a person controlling, 
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controlled by, or under common control with such 
broker, dealer, or municipal securities dealer, 
unless 


(i) if such issue is to be sold by the issuer on a 
negotiated basis, 


(A) the financial advisory relationship with respect to 
such issue has been terminated in writing and at or 
after such termination the issuer has expressly 
consented in writing to such acquisition or 
participation in the purchase of the securities on a 
negotiated basis; 


(B) the broker, dealer, or municipal securities dealer 
has expressly disclosed in writing to the issuer at or 
before such termination that there may be a conflict 
of interest in changing from the capacity of financial 
advisor to purchaser of the securities with respect to 
which the financial advisory relationship exists and 
the issuer has expressly acknowledged in writing to 
the broker, dealer, or municipal securities dealer 
receipt of such disclosure; and 


(C) the broker, dealer, or municipal securities dealer 
has expressly disclosed in writing to the issuer at or 
before such termination the source and anticipated 
amount of all remuneration to the broker, dealer, or 
municipal securities dealer with respect to such 
issue in addition to the compensation referred to in 
section (c) of this rule, and the issuer has expressly 
acknowledged in writing to the broker, dealer, or 
municipal securities dealer receipt of such 
disclosure; or 


(ii) if such issue is to be sold by the issuer at 
competitive bid, the issuer has expressly consented 
in writing prior to the bid to such acquisition or 
participation. 


The !imitations and requirements set forth in this 
section (d) shall also apply to any broker, dealer, or 
municipal securities dealer controlling, controlled 
by, or under common control with the broker, dealer, 
or municipal securities dealer having a financial 
advisory relationship. The use of the term 
“indirectly” in this section (d) shall not preclude a 
broker, dealer, or municipal securities dealer who 
has a financial advisory relationship with respect toa 
new issue of municipal securities from purchasing 
such securities from an underwriter, either for its 
own trading account or for the account of customers, 
except to the extent that such purchase is made to 
contravene the purpose and intent of this rule. Each 
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broker, dealer, and municipal securities dealer 
subject to the provisions of this section (d) shall 
maintain a copy of the written disclosures, 
acknowledgements and consents required by this 
section in a separate file and in accordance with the 
provisions of rule G-9. 


(e) Disclosure to Customers. If a broker, dealer, or 
municipal securities dealer acquires new issue 
municipal securities or participates in a syndicate or 
other account that acquires new issue municipal 
securities in accordance with section (d) of this rule, 
such broker, dealer, or municipal securities dealer 
shall disclose the existence of the financial advisory 
relationship in writing to each customer who 
purchases such securities from such broker, dealer, 
or municipal securities dealer, at or before the 
completion of the transaction with the customer. 


(f) Applicability of State or Local Law. Nothing 
contained in this rule shall be deemed to supersede 
any more restrictive provision of state or local law 
applicable to the activities of financial advisors. 


(g) Effective Date of Rule. Except as otherwise 
provided in this rule, the provisions of this rule shall 
take effect on April 5, 1980. 


* Ke KK K 


The Commission received 22 letters of comment on 
the initial filing of proposed MSRB rule G-23. 
Commenters expressed concern that the proposed 
rule’s provisions, including its strict prohibition 
against a paid financial advisor acting as underwriter 
in a negotiated sale, could have serious adverse 
effects on financial advisory relationships between 
municipal securities professionals and issuers. 
Commenters suggested, among other things, that 
the MSRB clarify the types of financial advisory 
relationships the proposed rule was intended to 
address, and that the MSRB adopt a “disclosure” 
approach with respect to the dual role of a financial 
advisor-turned-underwriter, rather than prohibiting 
the dual capacity. Primarily in response to 
considerable concern about certain of the original 
provisions of the proposed rule, the MSRB 





‘The Commission received only one comment letter 
on the subsequent amendments to the proposed 
rule. That letter opposed the approval of MSRB rule 
G-23, since the proposed rule would permit a paid 
financial advisor to underwrite the securities of an 
issuer to which it furnished advice. 
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subsequently amended the proposal to clarify the 
scope of proposed rule G-23 and to permit a paid 
financial advisor to act as underwriter in a negotiated 
sale, provided that certain conditions were met. In 
addition, the MSRB amended the proposal in 
response to staff concern that the original provision, 
which would have required a financial advisor prior 
to entering a competitive bid to provide to other 
interested bidders information concerning the issue 
or the issuer obtained as a result of the financial 
advisory relationship, could result in a strong 
disincentive for financial advisors to bid on an 
issuer's securities and, accordingly, might create an 
unjustifiable burden on competition.’ All written 
statements with respect to the proposed rule change 
which were filed with the Commission and all written 
communications relating to the proposed rule 
change between the Commission and any person 
were considered and were made available to the 
public at the Commission’s Public Reference Room. 


The Commission finds that the amended proposed 
rule change is consistent with the requirements of 
the Act and the rules and regulations thereunder 
applicable to the MSRB and, in particular, the 
requirements of Section 15B and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
amended proposed rule change be, and it hereby is, 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16631/March 6, 1980 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
common stock ($.66-2/3 Par Value) of JANTZEN, 
INC. from listing and registration thereon. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16632/March 6, 1980 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
common stock ($5 Par Value) of THE FLINTKOTE 
COMPANY from listing and registration thereon. 








PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21458/February 29, 1980 


In the Matter of 


GRANITE STATE ELECTRIC COMPANY 

THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NEW ENGLAND ELECTRIC SYSTEM 

25 Research Drive 

Westborough, Massachusetts 01581 


(70-6424) 


NOTICE OF PROPOSED SHORT-TERM FINANCING 
ARRANGEMENTS AND REQUEST FOR EXEMPTION 
FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England 
Electric System (“NEES”), a registered holding 
company, and its electric utility subsidiaries, Granite 
State Electric Company (‘‘Granite’’), The 
Narragansett Electric Company (‘Narragansett’), 
and New England Power Company (“NEP”), have 
filed with this Commission an application- 
declaration pursuant to the Public Utility Holding 
Company Act of 1935 (‘Act’), designating Sections 
6(a), 7, 9(a), 10 and 12 of the Act and Rules 42, 
45(b)(1), 50(a)(2), 50(a)(3) and 50(a)(5) 
promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


Applicants-declarants request authorization to 
make short-term borrowings from the period April 1, 
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1980 to March 31, 1981 pursuant tothe agreements 
set forth below, in the following individual maximum 
aggregate amounts outstanding at any one time: 
Granite, $2,500,000; Narragansett, $25,000,000; 
NEP, $143,000,000. The borrowings will be made 
from the banks indicated below and/or from NEES. 
NEP also proposes to issue notes to dealers in 
commercial paper; the maximum amount of short- 
term borrowing authorized to be outstanding at any 
one time by NEP ($143,000,000) from banks and 
NEES will be reduced by the amount of its 
commercial paper outstanding at that time. The 
amounts shown below are the maximum face 
amounts of notes of each borrowing company to be 
held by the lenders at any one time pursuant to 
authority requested hereunder. 


Proposed Maximum Short-term 
Debt to be Outstanding at any 
One Time During Period 
Banks or NEES 
Borrowing Company 


Granite 
The First National Bank of Boston, Boston, Mass. .. $2,500,000 


Narragansett 
Industrial National Bank of Rhode Island, 

FIOMIDGNEE ORs cade ct acd der he ciaacian teas. 10,000,000 
The First National Bank of Boston, Boston, Mass. ... 7,000,000 
Rhode Island Hospital Trust National Bank, 

Providencer Ril sie. ci hac bac sae cen us 6,000,000 
Peoples Bank and Trust Company, Providence, R.I. . 2,000,000 

Total Narragansett $25,000,000 


Banks or NEES or 
Commercial Paper 
NEP 
Bank of America, North America Division, 

INGWERY. OF Rs IY con rcs aie rors paca ca. wie cha Aes ai coro $2,000,000 
Bank of Montreal, New York, N.Y. ...........0000ees 5,000,000 
Bank of Nova Scotia, Boston, Mass. ..............6. 2,000,000 
Bankers Trust Company, New York, N.Y. ........... 5,000,000 
BayBank Middlesex, Burlington, Mass. ............. 2,000,000 
Brown Brothers Harriman and Company, 

PROSE, Weta Sn ta faces cice noid «c's eons. oc eslee Naieial'n> ors 2,000,000 
Chase Manhattan Bank, N.A., New York, N.Y. ......10,000,000 
Chemical Bank, New York, N.Y. ...........02.00 eee 10,000,000 
Citibank, N.Ay New You Neve ncscccd dike. 15,000,000 
Continental Illinois National Bank and Trust Company, 

Chicagoe Nia: tis ecko en hat Bees hits de ors. 4g 5,000,000 
Credit SuisSe. INOW YORK INN 2.6 ccicancciesecaadcoe es 2,000,000 
The First National Bank of Boston, Boston, Mass. ..20,000,000 
The First National Bank of Chicago, Chicago, III. .... 2,000,000 
Hartford National Bank and Trust Co., 

bartiosd Canna cs. a.i5 eed ecde es 4 eda nt 2,500,000 
Irving Trust Company, New York, N.Y.............. 10,000,000 
Lloyds Bank International, Ltd., New York, N.Y. ..... 2,000,000 
Manufacturers Hanover Trust, New York, N.Y. .....10,000,000 
Marine Midland Bank, New York, N.Y.............-. 5,000,000 
Morgan Guaranty Trust Company, New York, N.Y. ..10,000,000 
National Bank of North America, New York, N.Y. .... 2,000,000 
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New England Merchants National Bank, Boston, 

DRIRSS occ iacoste Spc xGyeu CG Gis Sota RS RE Eee ee 5,000,000 
Security Pacific Nationa! Bank, Los Angeles, CA 4,000,000 
Shawmut Bank of Boston, N.A., Boston, Mass. ...... 5,000,000 
State Street Bank and Trust Company, Boston, Mass.3,000,000 
Worcester County Nationa! Bank, Worcester, Mass... 2,500,000 

Total NEP 


$143,000,000 
Depending upon market conditions, NEP tentatively 
plans to issue $40,000,000 of bonds and 
$35,000,000 of preferred stock during the second 
half of 1980. At such time as NEP issues either the 
bonds or the preferred stock, the $143,000,000 limit 
which it requests would be reduced by the amount of 
such issue. 


The proposed borrowings from banks and/or NEES 
will be evidenced by notes payable maturing in less 
than one year from the date of issuance, and will 
provide for prior payment in whole or in part without 
premium. The borrowings from banks require 
compensating balances (or fees in lieu thereof) and 
will bear interest at a rate not in excess of the prime 
rate in effect at the time the borrowings are made. 


The notes issued to NEES will bear interest at a rate 
not in excess of the prime rate in effect at the time 
the borrowings are made. Based on compensating 
balance requirements of about 10 to 20%, or fees 
equivalent thereto, the effective interest cost of bank 
borrowings would be approximately 18.33% to 
20.62% per annum, based on a prime rate of 16- 
1/2%. The effective interest cost on borrowings from 
NEES would be the prime rate 


It is proposed that the borrowing companies may 


prepay their notes to NEES, in whole or in part, with 


borrowings from banks or from the sale of 
commercial paper, or that their borrowings from 
banks may be prepaid in whole or in part, with 
borrowings from NEES or from the sale of 
commercial paper. !n the event bank borrowings or 
commercial paper sales are made at a higher 
interest cost, in order to prepay notes issued to 
NEES, NEES will credit the borrowers with the 
differential interest from the date of issuance of the 
new notes or commercial paper to the normal 
maturity date of the notes to NEES being prepaid. In 
the event of borrowings from NEES to prepay notes to 
banks, the interest rate of the notes issued to NEES 
will be the lower of (1) the interest rate on the notes 
being prepaic or (2) the prime interest rate in effect 
but with respect to (1), only to the maturity date of 
the notes so prepaid, and thereafter at the prime 
interest rate in effect at the time the new notes are 
issued. 
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NEP proposes to issue and sell commercial paper 
during the period through March 31, 1981, directly 
to Lehman Commercial Paper Incorporated and/or 
A. G. Becker & Co., Incorporated and/or Salomon 
Brothers (collectively, the “Dealers’”) dealers in 
commercial paper. The Dealers, as principals, will 
reoffer such commercial paper to not more than 100 
of their respective customers whose names appear 
on non-public lists prepared in advance by the 
Dealer. Prior to or concurrently with the offerings, the 
customers will be furnished current financial and 
other information with respect to the issuer. It is 
expected that such commercial paper will be held to 
maturity by the purchasers, but if a purchaser 
wishes to resell prior to maturity, the Dealer involved 
will repurchase the paper for resale to others on its 
list of customers. The commercial paper to be 
issued and sold will be in the form of unsecured 
promissory notes having varying maturities of not in 
excess of 270 days, will be in denominations of not 
less than $50,000 and will be purchased by the 
Dealers from the issuer at a discount which will not 
be in excess of the discount rate per annum 
prevailing at the date of issuance for the particular 
maturity at which prime commercial paper of 
comparable quality is sold by public utility issuers to 
commercial paper dealers. The Dealers will initially 
reoffer the commercial paper at a discount rate not 
more than 1/8 of 1% per annum less than the 
prevailing discount rate to the issuer. The effective 
interest cost to the issuer of such paper will not 
exceed the effective interest cost at the time of issue 
for borrowings from The First National Bank of 
Boston, except that, in order to obtain maximum 
flexibility, commercial paper may be issued with a 
maturity of not more than 90 days from the date of 
issue with an effective cost in excess of the effective 
interest cost from such bank. 


The proceeds from the proposed borrowings will be 
used to finance various construction projects 
through March 1981 which are expected to total 
$2,125,000 fer Granite, $18,100,000 for 
Narragansett and $256,700,.000 for NEP. 

t is stated that Narragansett and NEP have each 
been authorized by their preferred stockholders to 
issue short-term unsecured indebtedness up to 20% 
of the sum of their respective principal amounts of 
all bonds and other secured indebtedness plus 
capital, premium and retained earnings. 
Narragansett’s authorization exists through 
September 26, 1984 (HCAR No. 21228, dated 
September 26, 1979). NEP’s authorization exists 
through July 1, 1980 (HCAR No. 19595, dated June 
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30, 1976): It is expected that NEP will request 
continuation of its 20% limitation. 


NEP requests an exemption from the competitive 
bidding requirements of Rule 50 for its proposed 
issuance and sale of commercial paper to Dealers 
pursuant to Rule 50(a)(5) on the.ground that it is not 
practicable to sell commercial paper by competitive 
bidding. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$3,500, including $1,500 of services to be 
performed at cost by New England Power Service 
Company, an affiliate of applicants-declarants. It is 
stated that the New Hampshire Public Utilities 
Commission has jurisdiction over the issuance of 
short-term notes by Granite and NEP and that no 
other state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 27, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21459/February 29, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
Post Office Box 551 
Little Rock, Arkansas 72203 


(79-6416) 


NOTICE OF PROPOSAL BY ELECTRIC. UTILITY 
SUBSIDIARY TO SELL COMMON STOCK TO ITS 
PARENT HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (“Middle South”), a registered holding 
company, and Arkansas Power & Light Company 
(“Arkansas”), an electric utility subsidiary of Middle 
South, have filed a joint application-declaration with 
this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(b), 9(a), 10 and 12(f) of the Act and Rule 
43 promulgated thereunder as applicable to the 
proposed transaction. Interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Arkansas proposes to issue and sell to Middle South, 
and Middle South proposes to acquire from 
Arkansas, from time to time during the 1980 
calendar year, at the price of $12.50 per share, or 
$70,000,000 in the aggregate, 5,600,000 presently 
authorized but unissued shares of the common 
stock of Arkansas, $12.50 par value (New Common 
Stock). Arkansas presently has outstanding 
34,236,773 shares of common stock, $12.50 par 
value, all of which shares are owned by Middle 
South. Arkansas had outstanding at November 30, 
1979, 33,436,773 shares of Common Stock, $12.50 
par value, with an aggregate par value on its books of 
$417,959,622.50. Arkansas and Middle South state 
that the sale of the New Common Stock will be timed 
to coincide with Arkansas’ cash needs from time to 
time, which are primarily determined by the nature 
and pace of its construction program. 


Upon the issuance and sale by Arkansas and the 
purchase by Middle South of the New Common 
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Stock, Arkansas proposes to credit its Common 
Stock Capital Account with the amount 
($70,000,000) received by it for the New Common 
Stock, and Middle South proposes to debit its 
Investment Account with the amount ($70,000,000) 
of its cash investment in the New Common Stock. To 
the extent funds are required from external sources 
to acquire the New Common Stock, Middle South will 
obtain such funds through the issuance and sale of 
its unsecured short-term promissory notes issued 
under a revolving credit agreement dated as of June 
29, 1979, as amended, with a group of banks headed 
by Manufacturers Hanover Trust Company, New 
York, New York, as authorized by the Commission's 
orders dated June 7, 1979 (HCAR No. 21093) and 
December 6, 1979 (HCAR No. 21332). 


Arkansas proposes to use the net proceeds derived 
from the issuance and sale of the New Common 
Stock for the payment of short-term indebtedness 
incurred or estimated to be incurred and for 
financing Arkansas’ construction program, 
estimated to be $296,000,000 for the year 1980. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $5,000. The Arkansas Public Service 
Commission and the Tennessee Public Service 
Commission have jurisdiction over the proposed 


transaction. It is stated that no other state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 24, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
addresses and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
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such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21460/February 29, 1980 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
P.O. Box 1640 
Jackson, Mississippi 39205 


(70-6408) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND 
COMMERCIAL PAPER TO DEALERS IN 
COMMERCIAL PAPER; EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Mississippi Power & 
Light Company (‘Mississippi’), a wholly-owned 
electric utility subsidiary of Middle South Utilities, 
Inc., a registered holding company, has filed a 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a) and 7 of the Act and Rule 
50(a)(2) promulgated thereunder as applicable to 
the proposed transactions. All interested persons 
are referred to the declaration which is summarized 
below for a complete statement of the proposed 
transactions. 


Mississippi proposes to issue short-term notes to 
banks and to issue and sell commercial paper from 
time to time on or before June 30, 1981. The 
maximum aggregate principal amount of notes and 
commercial paper outstanding at any one time 
would not exceed the lesser of $45,000,000 or 10% 
of the capitalization of Mississippi. 
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It is expected that the bank borrowings will be made 
from the following banks up to the maximum 
amounts set forth below: 


Bank 

Deposit Guaranty National Bank, 
Jackson, Mississippi 

First National Bank of Jackson, 
Jackson, Mississippi 

First National Bank of Vicksburg, 
Vicksburg, Mississippi 

Manufacturers Hanover Trust Company 
New York, New York 


Amount 
$9,500,000 
10,000,000 


500,000 


14,000,000 
$34,000,000 


Arrangements may be made with other banks with 
which Mississippi maintains accounts. Mississippi 
would file an amendment setting forth the names of 
the banks and amounts of such other borrowings. 
Mississippi will not effect such other borrowings 
until further authorization of this Commission. 


The bank borrowings will be evidenced by 
unsecured promissory notes to be dated the date of 
the borrowing and to mature not more than nine 
months from the date of issue. The bank notes will 
bear interest at the prime rate in effect at the lending 
bank at the date of issue or from time to time, 
whichever, is the customary requirement of the 
lending bank, and will be prepayable, in whole or in 
part, without penalty or premium. 


Mississippi maintains with the local banks from 
which borrowings will be made average daily 
operating balances adequate to meet the 
requirements of such banks in respect of certain 
services to Mississippi. It may reasonably be 
expected that non-Mississippi banks require the 
maintenance of balances and/or fees in lieu of 
balances in respect of any such borrowings. If 
balances were to be maintained solely for the 
purpose of satisfying a compensating balance 
requirement generally not in excess of 20%, the 
effective interest cost of the related borrowings, 
based on a prime rate of 16-1/2%, would be 
20.625% per annum. 


Mississippi also proposes from time to time on or 
before June 30, 1981, to issue and sell commercial 
paper in the form of short-term promissory notes to 
dealers in commercial paper. The commercial 
paper notes will have varying maturities of not more 
than 270 days after the date of issue, will be sold in 
varying denominations of not less than $50,000, and 
will not by their terms be prepayable prior to 
maturity. The commercial paper will be sold directly 
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to Merrill Lynch, Pierce, Fenner & Smith Inc., 
(“Purchasing Dealer’) at the discount rate per 
annum prevailing at the date of issuance for 
commercial paper of comparable quality and like 
maturity. The Purchasing Dealer would reoffer the 
commercial paper to institutional investors at a 
discount of 1/8 of 1% per annum less than the 
prevailing discount rate to Mississippi. No 
commission or fee will be payable in connection with 
the issuance and sale of commercial paper. The 
commercial paper will be offered to not more than 
200 customers of the Purchasing Dealer identified 
and designated in a nonpublic list prepared in 
advance by the Purchasing Dealer. No additions will 
be made to such list of customers. It is expected that 
the commercial paper will be held by customers to 
maturity, but, if they wish to resell prior thereto, the 
dealer may, pursuant to a verbal repurchase 
agreement, repurchase the commercial paper and 
reoffer it to others on the customer list. 


Mississippi proposes to use the proceeds of the bank 
notes and commercial paper notes for construction 
and other corporate purposes. Construction 
expenditures for 1980 are expected to total 
$49,141,000. 


The declarant requests exception from the 
competitive bidding requirements of Rule 50 in 
connection with the sale of commercial paper notes 
pursuant to clause (a)(5) thereof. It is stated, in this 
connection, that (a) all commercial paper which it 
proposes to issue and sell will have a maturity not in 
excess of 270 days, (b) current rates for commercial 
paper for prime borrowers, such as declarants, are 
published daily in financial publications, and (c) itis 
not practical to invite invitations for bids for 
commercial paper. It is also requested that 
authorization be granted to file certificates of 
notification under Rule 24 on a quarterly basis. 


Fees and expenses to be incurred by Company in 
connection with the proposed transactions are 
estimated not to exceed $5,000. No other state or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 25, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said declaration which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
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should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the declarants at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such other rules as provided in 
Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21461/March 5, 1980 


In the Matter of 


VERMONT YANKEE NUCLEAR POWER 
CORPORATION 
Rutland, Vermont 


(70-6405) 
ORDER AUTHORIZING SHORT-TERM BORROWING 


Vermont Yankee Nuclear Power Corporation 
(“Vermont Yankee”), an electric utility subsidiary 
company of both New England Electric System and 
Northeast Utilities, registered holding companies, 
has filed a declaration and amendments thereto with 
this Commission pursuant to Sections 6(a) and 7 of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50(a)(2) promulgated thereunder 
regarding the following proposed transaction. 


Vermont Yankee operates a 540 MW _ nuclear- 
powered generating plant in Vernon, Vermont. 
During 1980 and 1981, Vermont Yankee will be 
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receiving shipments for uranium for ultimate 
fabrication into nuclear fuel for its reactor and will be 
making capital improvements which will necessitate 
payments in excess of Vermont Yankee’s current 
lines of credit. Vermont Yankee currently maintains 
lines of credit in the principal amount of $6,000,000 
each with the First National Bank of Boston and 
Chase Manhattan Bank (the “Banks”). As of 
November 30, 1979, Vermont Yankee had 
$4,000,000 in loans outstanding under those lines. 


Vermont Yankee requests a short-term borrowing 
authorization through December 31, 1981 of up to 
$16,000,000 aggregate principal amount 
outstanding at any one time. It is anticipated that 
these borrowings will be repaid during such period 
by internally generated funds. The borrowings would 
be from the Banks pursuant to proposed increased 
lines of credit ($8,000,000 with each Bank) and 
would be evidenced by promissory notes having a 
maturity of up to three months from date of issuance 
and bearing interest at the Banks’ prime rate. The 
Banks will require compensating balances equal to 
7.5% of the lines and 7.5% of any borrowings 
thereunder. It is stated that assuming full 
borrowings under the lines and a prime rate of 16- 
1/2 per annum, the effective costs of borrowings 
would be 19.41%. 


Vermont Yankee claims an exemption from the 
competitive bidding requirements of Rule 50 
pursuant to paragraph (a)(2) since the short-term 
promissory notes mature in less than 10 years, will 
be issued to commercial banks not for resale to the 
public and provide for no finder’s fee or similar fees 
to third persons for negotiating the transaction. 


The fees and expenses to be incurred in connection 
with the proposed transaction are $3,250, including 
legal fees of $750. No state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21405), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 
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IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21462/March 5, 1980 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 

NEW ENGLAND ENERGY INCORPORATED 
25 Research Drive 

Westborough, Massachusetts 01581 


(70-5543) 


NOTICE OF REQUEST FOR EXCEPTION FROM THE 
CONSOLIDATED TAX ALLOCATION PROVISIONS OF 
RULE 45(b)(6) 


NOTICE IS HEREBY GIVEN that New England 
Electric System (“NEES”), a registered holding 
company, and its fuel subsidiary New England 
Energy Incorporated (“NEEI”), have filed with this 
Commission a post-effective amendment to their 
application-declaration previously filed and 
amended pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a), 7, 9(a), 10 and 12 of the Act and Rules 43 and 
45(a) promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application-declaration, as amended 
by said post-effective amendment, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By order dated October 30, 1974 (HCAR No. 18535), 
NEES was authorized to organize, acquire the capital 
stock of, and make investments in NEEI, and NEEI 
was authorized to enter into a partnership with 
Samedan Oi! Corporation (“Samedan’”) to explore for 
oil and gas. Said order included, among other things, 
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the granting of applicants-declarants’ request for an 
exception from the consolidated tax allocation 
provisions of Rule 45(b)(6) pursuant to Rule 45(a), 
on terms and conditions therein set forth. Said 
exception was granted for the tax years 1974, 1975 
and 1976. By subsequent order dated June 18, 1976 
(HCAR No. 19580), the exception was continued for 
the tax years 1977, 1978 and 1979. By order dated 
December 28, 1979 (HCAR No. 21365), NEE! was 
authorized to enter into an extension of its 
partnership with Samedan through December 31, 
1984, and to invest $30,000,000 in said partnership 
during 1980. 


By post-effective amendment applicants-declarants 
request that their Rule 45(a) exception be further 
continued for the tax years 1980, 1981 and 1982. 
The precise exception sought is as follows: 


(1) NEEI would be credited with and receive the cash 
equivalent of reductions in consolidated tax 
liabilities arising from the inclusion of such tax 
losses in the consolidated tax returns for the tax 
years 1980, 1981 and 1982; 


(2) in any year in which NEEI has taxable income, 
and, on a separate return basis would be entitled to 
tax credits under the net operating loss carryback 
and carryover provisions of the Internal Revenue 
Code, any credits previously received by NEE! under 
(1) would be applied to reduce any credits to which 
NEEI might otherwise be entitled under the separate 
return limitations of Rule 45(b)(6); and 


(3) in no event will the tax allocated to any other 
subsidiary of NEES exceed the amount of its tax 
based upon a separate return computed as if it had 
always filed its tax returns on a separate return basis. 


It is stated that through December 31, 1979, 
approximately $28,500,000 of capital has been 
provided to NEEI through payments of tax benefits 
by its associated companies under the previous 
orders under Rule 45(a) authorizing the NEES 
system to allocate consolidated federal income 
taxes otherwise than in accordance with Rule 
45(b)(6). 


There are no additional fees or expenses to be 
incurred in connection with the proposed 
transaction. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 31, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application-declaration, as amended by said 
post-effective amendment, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21463/March 5, 1980 


In the Matter of 

ALLEGHENY POWER SYSTEM, INC. 

320 Park Avenue 

New York, New York 10022 

(70-6403) 

NOTICE OF PROPOSAL BY HOLDING COMPANY TO 


ISSUE SHORT-TERM NOTES TO BANKS AND 
COMMERCIAL PAPER TO A DEALER 


826/SEC DOCKET 


NOTICE IS HEREBY GIVEN that Allegheny Power 
System, Inc. (“Allegheny”), a registered holding 
company, has filed an application with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 
6(b) of the Act and Rule 50 promulgated thereunder 
as applicable to the proposed transactions. All 
interested persons are referred to the application, 
which is summarized below, for a complete 
statement of the proposed transaction. 


Allegheny proposes to issue and sell from time to 
time through September 30, 1981 short-term notes 
to banks and commercial paper to a dealer in a 
maximum > aggregate principal amount of 
$175,000,000 at any one time outstanding. As of 
March 31, 1980 it is expected that Allegheny will 
have $25,000,000 of short-term debt outstanding 
pursuant to Commission authorization which 
expires on that date. 


Allegheny proposes to borrow short-term funds 
through the issuance, reissuance, sale and renewal 
of notes to banks and of commercial paper to a 
dealer or dealers in commercial paper as funds may 
be required in an amount not to exceed $175 million 
outstanding at any one time, including any notes to 
banks or commercial paper as may still be 
outstanding as of March 31, 1980. It is proposed that 
such notes and commercial paper will be issued 
from time to time and be renewed from time to time 
prior to September 30, 1981 provided that no such 
notes or commercial paper shall mature after March 
31, 1982. 


Each note payable to a bank will be dated as of the 
date of the borrowings which it evidences, will 
mature not more than 270 days after the date of 
issuance or renewal thereof, will bear interest at the 
prime or equivalent interest rate of the bank at which 
the borrowing is made in effect at the time of 
issuance, or in effect from time to time, and will be 
prepayable at any time without premium or penalty. 
The name or names of the banks from which such 
borrowings are proposed to be effected (maximum 
$240 million for all companies in the Allegheny 
Power System outstanding at any one time) and the 
maximum aggregate principal amount of loans 
which may be outstanding to any one or more of the 
companies in the Allegheny Power System including 
Allegheny from each bank at any one time are as 
follows: 
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Citibank, N.A., New York, New York 
The Chemical Bank, New York, New York 30,000,000 
Mellon Bank, N.A., Pittsburgh, Pennsylvania 70,000,000 
Pittsburgh National Bank, Pittsburgh, Pennsylvania 17,500,000 
Manufacturers Hanover Trust Co., 

New York, New York 75,000,000 
Irving Trust, New York, New York ..............005 5,000,000 
Chase Manhattan Bank, N.A., New York, New York .. 2,500,000 

$240,000,000 


provided that the maximum amount of such 
borrowings on behalf of Allegheny at any one time 
outstanding will not, when taken together with any 
commercial paper then outstanding, be in excess of 
$175 million. 


$40,000,000 


Allegheny and its subsidiaries have established lines 
of credit with various banks for short-term 
borrowings. Balances are maintained to meet 
regular operating requirements at all of these banks 
as well as, when necessary, in connection with these 
lines of credit. Compensating cash balance 
requirements are generally either on the basis of a 
percentage of the line of credit extended by such 
bank, or a higher percentage of notes outstanding, 
whichever is greater, or a percentage of the line of 
credit plus a percentage of notes outstanding, in 
every case on an average annual basis. If such 
balances were maintained by Allegheny solely to 
fulfill compensating balance requirements for 


borrowings to be made by Allegheny the effective 
interest cost to Allegheny of issuing and selling the 
notes would be more than 18.75% on the basis of a 
prime commercial credit rate of 15.0%. 


Certain of the banks listed above have offered to 
substitute fees for, or to be used in conjunction with 
lower compensating balances than those set forth 
above. The fee arrangements vary and would not be 
utilized unless the effective cost thereof is less than 
the compensating balance arrangement in effect at 
that bank at that time. The proposed fee 
arrangements produce an effective interest cost of 
issuing and selling the notes of between 17.04% and 
17.94% on the basis of a prime commercial rate of 
15% rather than the 18.75% effective cost resulting 
from meeting compensating balance requirements 
set forth above. 


The commercial paper will be in the form of 
promissory notes in denominations of not less than 
$50,000 nor more than $5,000,000 and will be of 
varying maturities, with no maturity more than 270 
days after the date of issue; none will be prepayable 
prior to maturity. Allegheny has designated A.G. 
Becker & Co., Incorporated as its commercial paper 
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dealer. The commercial paper notes will be sold 
directly to the dealer, at a discount, not in excess of 
the discount rate per annum prevailing at the time of 
issuance for commercial paper of comparable 
quality and of the particular maturity sold by issuers 
to dealers in commercial paper. The dealer may 
reoffer the commercial paper at a discount rate of 
1/8 of 1% per annum less than the discount rate to 
Allegheny. Allegheny may issue commercial paper 
notes if (1) the interest cost thereof is equal to or less 
than the effective interest cost at which Allegheny 
could borrow the same amount from the banks 
named herein at that time or (2) Allegheny cannot at 
that time borrow the same amount for the same 
period of time from the banks named herein. The 
dealer will reoffer the commercial paper notes to not 
more than 200 of its customers, identified and 
designated in a non-public list prepared in advance. 
No sale of commercial paper of Allegheny will be 
made to any customer unless that customer has 
received up to date reports as to the Allegheny’s 
credit position. No additions will be made which 
would incrrease the customer list or lists which will 
include commercial banks, insurance companies, 
corporate pension funds, investment trusts, 
foundations, colleges and universities, financial 
companies and nonfinancial corporations which 
invest funds in commercial paper. It is expected that 
the commercial paper notes will be held by the 
dealer’s customers to maturity, but if the customers 
wish to resell prior to maturity, the dealer, pursuant 
to a verbal repurchase agreement, will repurchase 
the notes and reoffer them to others on said list. 


Allegheny requests an exception from the 
competitive bidding requirements of Rule 50 for the 
proposed issue and sale of its commerical paper 
pursuant to paragraph (a)(5) thereof since it is not 
practicable to invite competitive bids for 
commercial paper and current rates for commercial 
paper for prime borrowers such as Allegheny are 
published daily in financial publications. 


Allegheny will use the proceeds of the proposed 
short-term borrowings primarily to make advances 
to Allegheny Pittsburgh Coal Company and to make 
investments in its electric utility subsidiaries to 
assist them in operating their businesses as utilities, 
including paying or prepaying short-term debt 
incurred in part to finance their construction 
programs, such investments to be in the form of 
purchases of common stock. The investments by 
Allegheny inthe subsidiaries will vary, depending on 
many factors, including the level of cost of senior 
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securities, the sufficiency of rate levels to provide 
internally generated funds and support the issuance 
of senior securities and the accuracy of current 
estimates of load requirements, and for costs of 
construction expenditures which are the subject of 
continuing review. The following table sets forth the 
presently projected investments by Allegheny in the 
subsidiaries through 1981 (in millions of dollars): 


Investments 1980 


Monongahela Power Company $25.0 
The Potomac Edison Company 25. 
West Penn Power Company 

70. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $10,400, including fees of $8,000 for 
rating the commercial paper. It is stated that no state 
or federal regulatory authority, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 28, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the application, 
as filed or as it may be amended, may be granted 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21464/March 5, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


(70-6420) 


NOTICE OF PROPOSAL BY ELECTRIC UTILITY 
SUBSIDIARY TO ISSUE AND SELL COMMON STOCK 
TO PARENT HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (“Middle South”), a registered holding 
company, and its electric utility subsidiary 
company, Louisiana Power & Light Company 
(“LP&L”), have filed an application-declaration with 
this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(a), 7, 9(a), 10 and 12(f) of the Act and 
Rule 43 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Louisiana has outstanding 65,140,000 shares (of an 
authorized 150,000,000 shares) of common stock, 
without nominal or par value, stated on its books at 
$428,900,000, all of which shares are owned by 
Middle South. Louisiana now proposes to issue and 
sell to Middle South, and Middle South proposes to 
acquire, 15,152,000 additional shares of Louisiana’s 
common stock (“New Common Stock’) for an 
aggregate purchase price of $100,000,000 in cash. 
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Louisiana and Middle South believe it is preferable 
for sales of the New Common Stock to be timed to 
coincide with Louisiana’s cash needs from time to 
time, which are primarily determined by the nature 
and pace of its construction program. Accordingly, 
Louisiana and Middle South propose that sales of the 
New Common Stock be effected from time to time 
through December 31, 1980, in increments to be 
determined by Louisiana and Middle South. Each 
such sale will be reported to the Commission by a 
Certificate filed pursuant to Rule 24. Upon 
completion of the proposed transaction, Louisiana 
will have issued and outstanding 80,292,000 shares 
of common stock stated in its Common Stock 
Account at an aggregate of $528,900,000. Upon 
consummation of its aforesaid stock acquisition, 
Middle South proposes to charge its Investment 
Account with the amount of its cash investment, 
$100,000,000. 


Louisiana’s construction program contemplates 
expenditures of approximately $285,000,000 in 
1980, which will require funds in excess of the 
treasury funds available for that purpose. Louisiana 
intends to effect short-term borrowings in an 
aggregate principal amount not expected to exceed 
$150,000,000 at any one time outstanding during 


the remainder of 1980 pursuant to the 
Commission’s orders dated December 15, 1978 
(HCAR No. 20832), January 5, 1979 (HCAR No. 
20873) and July 10, 1979 (HCAR No. 21141). It is 
proposed that the funds to be provided by the above- 
mentioned issuance and sale of the New Common 
Stock by Louisiana will be used primarily for the 
financing in part of Louisiana’s construction 
program and for the payment in part of short-term 
borrowings. 


To the extent funds are required from external 
sources to acquire the New Common Stock, Middle 
South will obtain such funds through the issuance 
and sale of its unsecured short-term promissory 
notes under a revolving credit agreement dated as of 
June 29, 1979, as amended, with a group of banks 
headed by Manufacturers Hanover Trust Company, 
New York, New York, as authorized by the 
Commission’s orders dated June 7, 1979 (HCAR No. 
21093) and December 6, 1979 (HCAR No. 21332). 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $5,000. It is stated that no state or 
federal regulatory authority, other than this 
Commission, has jurisdiction over the proposed 
transaction. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 28, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commision, Washington, D.C. 20549. Acopy of such 
request should be served personally or by mail upon 
the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21465/March 5, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


SYSTEM FUELS, INC. 

Noro Plaza 

666 Poydras 

New Orleans, Louisiana 70130 


ARKANSAS POWER & LIGHT COMPANY 


First National Building 
Little Rock, Arkansas 72203 
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LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-5415) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING ISSUANCE AND SALE OF NOTES BY 
FUEL-SUPPLY SUBSIDIARY TO A BANK 


NOTICE IS HEREBY GIVEN that System Fuels, Inc. 
(“SFI”), a jointly-owned, non-utility, fuel-supply 
subsidiary company of Arkansas Power & Light 
Company, Louisiana Power & Light Company, 
Mississippi Power & Light Company, and New 
Orleans Public Service Inc. (collectively referred to 
as “Operating Companies”), each an electric utility 
subsidiary company of Middle South Utilities, Inc., a 
registered holding company, and the above-named 
companies have filed with this Commission a further 
post-effective amendment to the application- 
declaration in this proceeding pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act 
of 1935 (“Act”) regarding the following proposed 
transactions. All interested persons are referred to 
the amended application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


By supplemental orders in this proceeding dated 
April 15, 1974, April 13, 1976, April 13, 1977, and 
April 11, 1978 (HCAR Nos. 18378, 19484, 19982, 
and 20499), the Commission authorized SFI to issue 
and sell bank notes up to an aggregate amount of 
$40,000,000 outstanding at any one time pursuant 
to a loan agreement dated as of April 17, 1974, 
among SFI, the Operating Companies, and Citibank, 
N.A. The loan agreement terminates on April 17, 
1980. 


SFI now intends to extend the term of the loan 
agreement for one year through April 17, 1981, and 
proposes to issue and sell its notes to Citibank in 
accordance therewith up to an aggregate of 
$40,000,000 outstanding at any one time. The 
interest rate on borrowing by SFI under the loan 
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arrangement will be one hundred three percent 
(103%) per annum of the base rate charged by 
Citibank on 90-day loans to substantial and 
responsible commercial borrowers. All of the other 
terms and conditions of the loan agreement are to 
remain unchanged. Compensating balances are not 
required. SFI will use the proceeds of the notes for 
the financing of a portion of its fuel-oil inventory and 
for other expenditures in connection with its fuel- 
supply program for the Middle South Utilities 
system. 


No state commission and no federal commission, 
other thanthis Commission, has jurisdiction over the 
proposed transactions. it is requested that 
authorization be granted to file certificates pursuant 
to Rule 24 on a quarterly basis. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 1, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
post-effective amendment to the application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21466/March 5, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6194/March 5, 1980 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21467/March 6, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6195/March 6, 1980 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21468/March 6, 1980 


In the Matter of 


CENTRAL AND SOUTH WEST FUELS, INC. 
P.O. Box 10773 
Golden, Colorado 80401 


CENTRAL POWER AND LIGHT COMPANY 
P.O. Box 2121 
Corpus Christi, Texas 78403 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
ASH CREEK MINING COMPANY 

P.O. Box 201 

Tulsa, Oklahoma 74102 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 

Shreveport, Louisiana 71156 

WEST TEXAS UTILITIES COMPANY 

P.O. Box 841 

Abilene, Texas 79604 

(70-6235) 


NOTICE OF PROPOSED FUEL EXPLORATION AND 
DEVELOPMENT BUDGET AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Central Power and 
Light Company (“CPL”), Public Service Company of 
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Oklahoma (“PSO”), Southwestern Electric Power 
Company (“SWEPCO”) and West Texas Utilities 
Company (“WTU”), each an electric utility 
subsidiary company of Central and South West 
Corporation (“CSW”), a registered holding company, 
together with Central and South West Fuels, Inc. 
(“CSWF”), a fuel subsidiary of CPL, PSO, SWEPCO, 
and WTU, and Ash Creek Mining Company, a mining 
subsidiary of PSO, have filed with this Commission a 
post-effective amendment to their application- 
declaration previously filed and amended pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 9(a), 10, 12 and 13 of 
the Act and Rules 90-95 promulgated thereunder as 
applicable to the proposed transactions. All 
interested persons are referred to the application- 
declaration, as amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transactions. 


By series of order dated December 28, 1978, March 
30, 1979, May 11, 1979, May 31, 1979, June 28, 
1979, July 31, 1979, and October 31, 1979 (HCAR 
Nos. 20864, 20983, 21046, 21071, 21124, 21165 
and 21234), applicants-declarants were authorized 
fuel exploration and development budgets for the 
period January 1, 1979, through March 31, 1980. 


By post-effective amendment applicants-declarants 
request fuel exploration and development 
expenditure authorizations for the period April 1, 
1980, through March 31, 1981, in the following 
amounts: 


$18,846,000 
21,740,000 
29,019,000 


$72,996,000 


The CSWF $18,846,000 budget authorization is 
composed as follows: Lignite Projects, $13,810,000; 


Coal Projects, $3,605,000; Uranium Projects, 
$65,000; General and Administrative, $1,208,000; 
and Other Expenditures, $158,000. The Lignite 
Projects authorization includes allocations among 
its activities as follows: Cass-Morris Area (Texas), 
$90,000; Dolet Hills Area (Louisiana), $4,000,000; 
Karnack-Woodlawn Area (Texas), $1,920,000; 
South Hallsville Area (Texas), $3,500,000; Walker- 
Grimes Area (Texas), $2,750,000; and other lignite 
prospects, $1,550,000 (primarily for engineering 
studies, evaluation and verification of lignite areas 
which have been or may be offered to CSWF, 
including expenses necessary for analysis of drilling 
results and other submittals to CSWF). 
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At December 31, 1979, the Cass-Morris prospect 
involved 12,800 net acres. The only expenditure 
during the budget period will be $90,000 to maintain 
existing leases; no development, engineering or 
geological work will be undertaken. 


At December 31, 1979, the Dolet Hills prospect 
involved 22,000 acres. The fuel from this prospect is 
planned to be used for a 640 MW unit to be owned in 
equal shares by SWEPCO and Central Louisiana 
Electric Company (“CLECO”), a non-affiliated utility. 
No lignite from this prospect will become available to 
CSW operating companies, and SWEPCO will 
reimburse CSWF for all exploration and 
development expenditures related thereto. SWEPCO 
will be reimbursed by CLECO for 50% of such 
expenditures. Of the budgeted amount it is expected 
that $2,335,000 will be expended on land 
acquisition and maintenance, $915,000 for 
engineering expenses and $750,000 for geological 
work. 


At December 31, 1979, the Karnack-Woodlawn 
prospect involved 35,236 acres. Of the budgeted 
amount it is expected that $733,000 will be 
expended for new leases and $425,000 will be 
expended for collecting environmental data 
necessary to apply for a mine permit. CSWF also 
plans to continue its development drilling program 
in this prospect, to continue engineering work 
(including mapping and surveying) and to continue 
work on the preliminary mine plan. 


At December 31, 1979, the South Hallsville prospect 
involved 40,395 acres. SWEPCO owns all CSW 
interests in this area and will reimburse CSWF for all 
exploration and development expenditures related 
thereto. The fuel from this prospect is planned to be 
used for a 640 MW unit to be owned solely by 
SWEPCO. Of the budgeted amount it is expected that 
$400,000 will be expended on continued work onthe 
mine permit and work on selecting a mining 
contractor, and $3,100,000 will be expended on 
further land acquisition and relocating pipelines 
running through the prospect so that they will not 
interfere with surface mining. 


At December 31, 1979, the Walker-Grimes prospect 
involved 50,748 acres. Of the budgeted amount it is 
estimated that $850,000 will be expended on further 
land acquisitions. The balance will be expended to 
complete drilling on the eastern half of the prospect, 
begin drilling on the western half thereof, and to do 
mapping, surveying and preliminary work for amine 
plan. 
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The $3,605,000 CSWF Coal Projects budget 
includes $105,000 for engineering and feasibility 
studies related to coal projects which have been or 
may be offered to CSWF during the budget period. 
The remaining $3,500,000 is for the further 
acquisition of acreage ($2,000,000) in the New 
Castle-Crystal Falls Area (Texas), and the further 
development, drilling analyses, mapping, surveying 
and preparing a preliminary mine plan of said 
prospect ($1,500,000). The prospect at December 
31, 1979, involved 34,762 acres, and preliminary 
analyses had indicated that coal may exist in the 
area in sufficient quantity to fuel a large generating 
plant. 


The $65,000 CSWF Uranium Projects budget 
consists of $30,000 for state lease payments and 
$35,000 for assessment work on unpatented mining 
claims for PSO’s uranium holdings. The $1,208,000 
CSWF General and Administrative budget includes 
office rent and salaries for personnel for work which 
cannot be designated for a specific prospect. The 
$158,000 CSWF Other Expenditures budget consists 
of $127,000 for legal fees and other costs related to 
negotiating coal purchases for Oklaunion Unit No. 1, 
and $31,000 for legal fees and other work related to 
entering into a contract for uranium for PSO’s Black 
Fox Station. 


CPL, PSO and SWEPCO request expenditure 
authorizations of $21,740,000, $29,019,000 and 
$3,391,000, respectively (excluding any allowance 
for funds used during construction), for the 12- 
month period ending March 31, 1981, for oil and gas 
exploration and development activities to be 
conducted by them unilaterally or with non-affiliated 
entities. CPL, PSO and SWEPCO propose to continue 
severally to acquire leasehold interests and surface 
titles, to dispose of interests deemed not attractive or 
appropriate to their needs, to conduct geological 
evaluation and testing, to drill exploratory and 
development wells, to operate welis, to acquire and 
operate gathering and pipeline facilities in 
connection with gas or oil wells in which any of them 
has a participation, to arrange for any necessary 
treatment or processing and to make incidental 
sales of products or by-products where no use can 
feasibly be made of them. Activities may be entered 
into through joint ventures, partnerships or other 
non-affiliated entities and may involve farm-ins, 
farm-outs, bottom-hole or dry-hole contributions 
and other transactions. 


At December 31, 1979, CPL had acquired 
leaseholds containing estimated proven reserves of 
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28,914,000 mcf of gas and 318,000 barrels of oil. Of 
the budgeted amount CPL expects to spend 
$20,990,000 for new exploration and development 
and $750,000 for exploration and development of 
old areas. Of its budgeted amount PSO plans to 
expend $25,250,000 for further exploration in its 
programs in the Anadarko and Arkoma areas in 
Oklahoma and $3,769,000 for new exploration. 
SWEPCO’s budget contemplates the continued 
development of three of its prospect areas, and no 
new exploration is being budgeted. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$5,000, including legal fees of $2,000. It is stated 
that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 28, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application-declaration, as amended by said 
post-effective amendment, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended or as it may be further amended, may be 
granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 555/March 3, 1980 


The Securities and Exchange Commission™fas 
issued an order under the Trust Indenture Act (the 
“Act’) on application by Shearson Loeb Rhoades, 
Inc. (the “Company’”) that the trusteeship of Marine 
Midland Bank under two indentures of the Company, 
one of which is qualified under the Act, is not so likely 
to involve a material conflict of interest as to make it 
necessary to disqualify Marine Midland Bank from 
acting as trustee under one of such indentures. 





TRUST INDENTURE ACT OF 1939 
Release No. 556/March 5, 1980 


The Securities and Exchange Commission has 
issued a notice giving interested persons until March 
31, 1980 to request a hearing on an application by 
Elizabethtown Water Company (the “Company”) 
pursuant to Section 310(b)(1)(ii) of the Trust 
Indenture Act of 1939 (the “Act’”) declaring that the 
trusteeship of Citibank, N.A., under four indentures, 
three which were heretofore qualified under the Act 
and one which was not qualified under the Act, is not 
so likely to involve a material conflict of interest as to 
make it necessary to disqualify Citibank from acting 
as trustee under any of the aforementioned 
indentures. 





TRUST INDENTURE ACT OF 1939 
Release No. 557/March 5, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6194/March 5, 1980 
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INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11062/February 29, 1980 


In the Matter of 


OPPENHEIMER SPECIAL FUND, INC. 
1 New York Plaza 
New York, New York 10004 


(812-4553) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING PROPOSED EXCHANGE OF SHARES 
FROM SECTIONS 22(c) NAD 22(d) OF THE ACT AND 
RULE 22c-1 THEREUNDER, AND PURSUANT TO 
SECTION 17(b) OF THE ACT EXEMPTING THE 
PROPOSED EXCHANGE OF SHARES FROM SECTION 
17(a) OF THE ACT 


Oppenheimer Special Fund, Inc. (“Fund”), a 
Maryland Corporation registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified management investment 
company, filed an application on October 16, 1979, 
and an amendment thereto on December 17, 1979, 
pursuant to Section 6(c) of the Act for an order of the 
Commission exempting the Fund from Section 22(c) 
of the Act and Rule 22c-1 thereunder to permit the 
issuance of Fund shares in exchange for 
substantially all the assets of Moneco, Inc., a Nevada 
corporation operating as an investment company 
without registration under the Act pursuant to 
Section 3(c)(1) of the Act, at a price based on the 
current net asset value of Fund shares as of the close 
trading on the New York Stock Exchange on the day 
preceding the exchange, and exempting the Fund 
from the provisions of Section 22(d) of the Act to 
permit the proposed exchange of Fund shares 
without a sales charge, and pursuant to Section 
17(b) of the Act exempting the proposed exchange 
of Fund shares from the provisions of Section 17(a) 
of the Act. 


On December 21, 1979, the Commission issued a 
notice of filing of said application (Investment 
Company Act Release No. 10992). The notice gave 
interested persons an opportunity to request a 
hearing and stated that an order would be issued as 
of course unless a hearing should be ordered. No 
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such request has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. It is further found on 
the basis of the information stated in the application 
that the terms of the proposed transaction are 
reasonable and fair and do not involve overreaching 
on the part of any person concerned and the 
proposed transaction is consistent with the policies 
of the Fund and with the general purposes of the Act. 
Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Sections 22(c) and 22(d) of the Act and 
Rule 22c-1 thereunder be, and hereby is, granted. 


IT IS FURTHER ORDERED, pursuant to Section 17(b) 
of the Act, that the proposed exchange of Fund 
shares be, and hereby is, exempted from the 
provisions of Section 17(a) of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11063/March 3, 1980 


In the Matters of 


FEDERATED MONEY MARKET TRUST 
(812-4545) 


and 


TRUST FOR CASH RESERVES 
(812-4582) 


421 Seventh Avenue : 
Pittsburgh, Pennsylvania 15219 


NOTICE OF FILING OF APPLICATIONS FOR ORDERS 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Federated Money 
Market Trust and Trust for Cash Reserves 
(“Applicants”), registered under the Investment 
Company Act of 1940 (“Act”) as open-end, 
diversified, management investment companies, 
filed applications on October 1, 1979, and 
December 14, 1979, respectively, requesting orders 
of the Commission, pursuant to Section 6(c) of the 
Act, exempting Applicants from the provisions of 
Section 2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder, to the extent necessary to permit 
Applicants’ assets to be valued at amortized cost. All 
interested persons are referred to the applications 
on file with the Commission for statements of the 
representations contained therein, which are 
summarized below. 


Applicants state that they are “money market” funds 
organized as Massachusetts business trusts and 
that Institutional Research Corp., and Cash Reserve 
Research Corp., respectively, wholly owned 
subsidiaries of Federated Investors, Inc., serve as 
their investment advisers. Applicants further state 
that they are designed as investment vehicles for 
investors with temporary cash balances or cash 
reserves seeking current income consistent with 
stability of principal, and that their portfolios may be 
invested in a variety of money market instruments. 
According to the application, Applicants do not 
invest in instruments issued by banks or savings and 
loan associations unless at the time of investment 
they have capital, surplus and undivided profits in 
excess of $100,000,000 at the date of their most 
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recently published financial statements. The 
application states that Applicants’ investments in 
commercial paper are limited to commercial paper 
rated A-1 by Standard and Poor’s Corporation, Prime 
1 by Moody’s Investors Service, or F-1 by Fitch 
Investors Service. 


As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (1) with respect to securities for 
which market quotations are readily available, the 
market value of such securities, and (2) with respect 
to other securities and assets, fair value as 
determined in good faith by the board of directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or tosell such 
security. Rule 2a-4 adopted under the Act provides, 
as here relevant, that the “current net asset value” of 
a redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution and redemption shall be 
an amount which reflects calculations made 
substantially in accordance with the provisions of 
that rule, with estimates used where necessary or 
appropriate. Rule 2a-4 further states that portfolio 
securities with respect to which market quotations 
are readily available shall be valued at current 
market value, and that other securities and assets 
shall be valued at fair value as determined in good 
faith by the board of directors of the registered 
company. Prior to the filing of the applications, the 
Commission expressed its view that, among other 
things: (1) Rule 2a-4 under the Act requires that 
portfolio instruments of “money market” funds be 
valued with reference to market factors, and (2) it 
would be inconsistent, generally, with the provisions 
of Rule 2a-4 for a “money market” fund to value its 
portfolio instruments on an amortized cost basis 
(Investment Company Act Release No. 9786, May 
31, 1977). 


Applicants state that experience indicates that two 
features are necessary in a “money market” fund: 
(1) certainty of stability of principal and (2) steady 
flow of predictable and competitive investment 
income. Applicants assert that by maintaining 
portfolios of high quality, short-term money market 
instruments valued at amortized cost they can 
provide these features to investors. Applicants 
represent that their Trustees (“Management”) have 
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properly determined in good faith under the 
provisions of the Act to value the portfolios of 
Applicants by use of the amortized cost method and 
that this method is in the best interest of their 
shareholders. According to the applications, 
experience has shown that, given the unique nature 
of Applicants’ policies and operations, there should 
be a negligible discrepancy between prices obtained 
by the amortized cost method and those obtained by 
a market valuation method. Each Applicant further 
represents that: (1) its Management has determined 
in good faith, in light of the characteristics of 
Applicant, that the amortized cost method of 
valuation of portfolio instruments is appropriate and 
preferable to the use of a market based valuation 
method, and (2) its Management has further 
determined to continuously monitor valuations 
indicated by methods other than amortized cost so 
that any necessary changes in the valuation method 
may be made to assure that the valuation method 
being used is a fair approximation of fair value in 
view of all pertinent factors. Accordingly, Applicants 
request exemptions from Section 2(a)(41) of the 
Act, and Rules 2a-4 and 22c-1 thereunder, to the 
extent necessary to permit their assets to be valued 
as set forth in the applications, and as described 
above, whether or not market quotations are 
available. 


Section 6(c) of the Act provides, in part, that upon 
application the Commission may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of the rules thereunder, if and 
to the extent that such exemption is necessary or 
appropriate in the public interest and consistent 
with protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Applicants submit that the exemptions they request 
satisfy these standards in view of their management 
policies and the conditions hereinafter set forth. 





To fulfill this condition, each Applicant intends to 
use actual quotations or estimates of market value 
reflecting current market conditions chosen by 
Management in the exercise of its discretion to be 
appropriate indicators of value which may include, 
inter alia, (1) quotations or estimates of market value 
for individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 
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Each Applicant consents to the imposition of the 
following conditions in an order granting the relief it 
requests: 


l. In supervising Applicant's operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
adviser, Management undertakes — as a particular 
responsibility within the overall duty of care owed to 
shareholders — to establish procedures reasonably 
designed, taking into account current market 
conditions and Applicant’s investment objectives, to 
stabilize Applicant’s net asset value per share, as 
computed for the purpose of distribution, 
redemption and repurchase, at $1.00 per share. 


2. Included within the procedures to be adopted by 
Management shall be the following: 


(a) Review by Management, as it deems appropriate 
and at such intervals as are reasonable in light of 
current market conditions, to determine the extent 
of deviation, if any, of the net asset value per share as 
determined by using available market quotations 
from Applicant’s $1.00 amortized cost price per 
share, and the maintenance of records of such 
review. ! 


(b) In the event such deviation from Applicant's 
$1.00 amortized cost price per share exceeds 1/2 of 
1 percent, a requirement that Management will 
promptly consider what action, if any, should be 
initiated by Management. 


(c) Where Management believes the extent of any 
deviation from Applicant’s $1.00 amortized cost 
price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include: redemption cf shares in 
kind; selling portfolio instruments prior to maturity 
to realize capital gains or losses, or to shorten the 
average maturity of portfolio instruments of 
Applicant; withholding dividends; or utilizing a net 
asset value per share as determined by using market 
quotations. 


3. Each Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that it will not (a) purchase 
any instrument with a remaining maturity of greater 
than one year, or (b) maintain a dollar-weighted 
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average portfolio maturity which exceeus 120 days. 
In fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 


4. Each Applicant will record, maintain, and 
preserve permanently in an easily accessible place a 
written copy of the procedures (and any 
modifications thereto) described in paragraph 1 
above, and each Applicant will record, maintain and 
preserve for a period of not less than six years (the 
first two years in an easily accessible place) a written 
record of Management's meetings. The documents 
preserved pursuant to this condition shall be subject 
to inspection by the Commission in accordance with 
Section 31(b) of the Act, as if such documents were 
records required to be maintained pursuant to rules 
adopted under Section 31(a) of the Act. 


5. Each Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which 
Management determines present minimal credit 
risks, and which are of “high quality” as determined 
by any major rating service or, in the case of any 
instrument that is not so rated, of comparable 
quality as determined by Management. 


6. Each Applicant will include in each quarterly 
report, as an attachment to Form N-1Q, a statement 
as to whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 26, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on any or all of these matters 
accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, 
if any, of fact or law proosed to be controverted, or he 
may request that he be notified if the Commission 
shall order a hearing or hearings thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit cr, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
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provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, orders disposing of the 
applications will be issued as of course following 
said date unless the Commission thereafter orders a 
hearing or hearings upon request or upon the 
Commission's own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in these 
matters, including the date of any hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant as to whether a hearing is 
ordered, will receive any notices and orders issued in 
these matters, including the date of any hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11064/March 4, 1980 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16621/March 4, 1980 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11065/March 4, 1980 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16622/March 4, 1980 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11066/March 4, 1980 


In the Matter of 


JOHN HANCOCK MUTUAL LIFE 
INSURANCE COMPANY 


AND 


JOHN HANCOCK VARIABLE ACCOUNT A-1 
John Hancock Place 
Boston, MA 02117 


(812-4581) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER 
GRANTING EXEMPTIONS FROM SECTION 14(a), 
17(f) AND 27(c)(2) OF THE ACT AND RULE 17f-2 
THEREUNDER 


NOTICE IS HEREBY GIVEN that John Hancock 
Variable Account A-1 (the Account’), a diversified, 
open-end management investment company 
registered under the Investment Company Act of 
1940 (the ‘“Act’), and John Hancock Mutual Life 
Insurance Company (“John Hancock”), a mutual life 
insurance company incorporated under the laws of 
the State of Massachusetts (hereinafter collectively 
called ‘‘Applicants’), have filed an application on 
December 14, 1979 and an amendment thereto on 
February 25, 1980 for an order pursuant to Section 
6(c) of the Act exempting Applicants from the 
provisions of Sections 14(a), 17(f) and 27(c)(2) of 
the Act and Rule 17f-2 thereunder. All interested 
persons are referred to the application on file with 
the Commission for the facts and representations 
contained therein, which are summarized below. 


John Hancock established the Account as an 
investment medium for variable annuity contracts 
(the “Contracts”) to be issued by John Hancock in 
connection with certain tax-qualified pension, 
profit-sharing and annuity purchase plans. The 
Contracts offered for sale by John Hancock, as 
principal underwriter of Account A-1, may be Single 
Payment Immediate or Deferred Contracts 
(hereinafter collectively called “Single Payment 
Contracts”) or Periodic Payment Deferred Contracts 
(“Periodic Payment Contracts”). In the case of all 
Contracts, John Hancock will make deductions from 
purchase payments for sales and administrative 
expenses, for taxes, if any, based on the amount of 
the purchase payment and, in the case of Deferred 
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Contracts, for the undertaking of John Hancock to 
pay a minimum death benefit. Under Periodic 
Payment Deferred Contracts, total deductions from 
purchase payments for sales expenses will equal 
4.5% of the first $5,000 of purchase payments, 3.5% 
the next $5,000 of purchase payments, 2.5% of the 
next $15,000 of purchase payments, and 2% of any 
purchase payments over $25,000. The deductions 
under Periodic Payment Deferred Contracts for 
administrative expenses are 1.5% of every purchase 
payment. Further, under Periodic Payment Deferred 
Contracts a maintenance charge equal to the lesser 
of $10 or 2% of the value of the Contract will be 
deducted from the Contract annually. 


Under Single Payment Contracts, the maximum 
deduction from any purchase payment for sales 
expenses will be 3.5% for either a Deferred or 
Immediate Contract. Additionally, there is an 
administrative expense deduction of $50 plus a 
maximum of 0.5% of the first $25,000 of the 
purchase payment under either kind of Single 
Payment Contract and a deduction under the Single 
Payment Deferred Contract of 0.5% of the purchase 
payment for the minimum death benefit. 


Section 14(a) 


Section 14(a) of the Act provides, in pertinent part, 
that no registered investment company and no 
principal underwriter for such a company shall 
make a public offering of securities of which such 
company is the issuer unless the investment 
company has a net worth of at least $100,000. An 
exemption from this requirement for a separate 
account funding only “tax-benefited variable annuity 
contracts” is set forth in Rule 14a-2. The Rule, 
promulgated in 1969, does not include within the 
definition of “tax benefited variable annuity 
contracts” contracts used in connection with plans 
satisfying the requirements of Sections 408 or 457 of 
the Internal Revenue Code of 1954, as amended 
(‘Code’). 


Applicants seek an exemption from the provisions of 
Section 14(a) of the Act, subject to the same 
conditions as are currently set forth in Rule 14a-2, to 
permit the allocation to the Account of purchase 
payments under Contracts issued in accordance 
with the provisions of Sections 408 or 457 of the 
Code. 


Applicants assert that a separate account funding 
contracts issued in connection with Section 408 or 
Section 457 plans, in addition to “tax-benefited 
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variable annuity contracts” as defined in Rule 14a-2, 
is entitled to precisely the same relief from Section 
14(a) of the Act as a separate account funding only 
“tax-benefited variable annuity contracts.” 
Applicants believe that the narrower definition found 
in Rule 14a-2 is due solely to the fact that Sections 
408 and 457 of the Code did not exist at the time Rule 
14a-2 was adopted and that the purpose of the Rule 
(as well as Rules 15a-3, 16a-1 and 32a-2), that of 
allowing the Account to avoid mingling monies 
received under “tax-benefited variable annuity 
contracts” with other funds, is equally served by 
allowing contracts issued in connection with Section 
408 and 457 plans to be treated as “tax-benefited 
variable annuity contracts.” 


Section 27(c)(2) 


Section 27(c)(2) of the Act prohibits a registered 
investment company or a depositor or underwriter 
for such company from selling periodic payment 
plan certificates unless the proceeds of all 
payments, other than the sales load, are deposited 
with a bank as trustee or custodian and held under 
an indenture or agreement containing, in substance, 
the provisions required by Section 26(a)(2) and (3) 
for trust indentures of a unit investment trust. 


Applicants assert that all purchase payments 
received under the Contracts, after deductions for 
sales and administrative expenses, are to be applied 
or held for later application to the purchase of 
investments for the Account, of which John Hancock 
will have custody as owner and not as trustee. 
Exemption is requested from Section 27(c)(2) to 
permit all purchase payments received under the 
Contracts to be held and applied by John Hancock in 
the manner set forth in its Management Agreement 
which requires, in part, that moneys received for the 
Account be deposited in one or more cash accounts 
identified as assets of the Account maintained in one 
or more banks which will have the qualifications 
prescribed in paragraph (1) of Section 26(a) of the 
Act for trustees of unit investment trusts, but which 
banks will not act as trustee or custodian, or under 
an indenture or agreement meeting the 
requirements in Sections 26(a)(2) and (3). 


Section 17/(f) 


Section 17(f) of the Act provides, in pertinent part, 
that every registered management company shall 


place and maintain its securities and similar 
investments in the custody of (1) a bank having the 
qualifications prescribed in Paragraph 1 of Section 
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26(a) for trustees of unit investment trusts; (2) a 
company which is a member of a national securities 
exchange as defined in the Securities Exchange Act 
of 1934; or (3) such registered company, but only in 
accordance with such rules and regulations or 
orders as the Commission may from time to time 
prescribe for the protection of investors. Rule 17f-2 
provides, among other things, that such assets be 
placed in a bank subject to the requirements of the 
rule, one of which limits the persons who shall have 
access to such assets to only certain specific 
individuals. 


Applicants request an exemption from the 
provisions of Section 17(f) and Rule 17f-2 to the 
extent necessary to permit the securities and similar 
investments of Account A-1 to be placed and 
maintained in the custody of John Hancock in its 
vault located at its Home Office in Boston, 
Massachusetts or in a securities depository in 
accordance with the terms and conditions of Rule 
17f-4 under the Act. 


In support of their requested exemptions from 
Section 27(c)(2), Section 17(f) and Rule 17f-2 
thereunder, Applicants state that John Hancock is 
subject to extensive supervision and regulation by 
the Commissioner of Insurance of Massachusetts, 
and to the applicable insurance laws in the other 
jurisdictions in which John Hancock does an 
insurance business. In addition, under 
Massachusetts law, John Hancock cannot abandon 
its obligations to owners or annuitants until they 
have been fully discharged, and the assets of the 
Account, equal to the reserves and other liabilities 
under the Contracts, are not chargeable with 
liabilities arising out of any other business that John 
Hancock may conduct. 


Applicants further represent that John Hancock's 
vault is similar or superior in every respect to the 
vaults of most banks and that John Hancock 
maintains within it securities and other investments 
having a value in excess of $7,000,000,000. In 
addition, the supervisory functions of the 
Massachusetts Commissioner of Insurance include 
periodic inspections of John Hancock's operations. 
Applicants further state that the Account’s 
investments will be physically segregated at all 
times, that its investments will at all times be subject 
to inspection by the Commission, that each person 
depositing or withdrawing investment will sign a 
notation in respect thereof, and that only certain 
designated persons will have access to the securities 
and other investments in the Account as follows: (1) 
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two or more jointly of the not more than 10 officers or 
responsible employees of the Account or of John 
Hancock designated pursuant to a resolution of the 
Board of Managers of the Account; (2) properly 
authorized officers and employees of John Hancock; 
(3) for the purposes of verification, audit and 
examination, independent public accountants 
jointly with any of the persons designated above; and 
(4) authorized employees or agents of the state 
insurance regulatory authorities. 


Section 6(c) authorizes the Commission upon 
application to conditionally or unconditionally 
exempt any person, security, or transaction, or any 
class or classes of persons, securities, or 
transactions, from the provisions of the Act or the 
Rules and Regulations promulgated thereunder, if 
and to the extent that such exemption is necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Applicants have consented that any order granting 
the requested exemption from Section 27(c)(2) may 
be made subject to the conditions (1) that the 
charges under the Contracts for administrative 
services shall not exceed such reasonable amounts 
as the Commission shall prescribe, jurisdiction 
being reserved to the Commission for such purpose, 
and (2) that the payment of sums and charges out of 
the assets of the Account shall not be deemed to be 
exempted from regulation by the Commission by 
reason of the requested order, provided that the 
Applicants’ consent to this condition shall not be 
deemed to be a concession to the Commission of 
authority to regulate the payments of sums and 
charges out of such assets other than charges for 
administrative services, and Applicants reserve the 
right in any proceeding before the Commission or in 
any Suit or action in any court to assert that the 
Commission has no authority to regulate the 
payment of such other sums or charges. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than March 31, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted; or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
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such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein may be issued as of course following March 
31, 1980 unless the Commission thereafter orders a 
hearing upon request or upon the Commission's own 
motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11067/March 5, 1980 


In the Matter of 


JOHN R. KENDALL 
20241 S.W. 92nd Avenue 
Miami, Florida 33189 


(812-4621) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 
9(a) OF THE INVESTMENT COMPANY ACT OF 1940 
AND ORDER OF TEMPORARY EXEMPTION 
PENDING DETERMINATION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that John R. Kendall 
(“Applicant”) has filed an application pursuant to 
Section 9(c) of the Investment Company Act of 1940 
(the “Act’) for an order conditionally exempting 
Applicant and any company which he is or is in the 
future may become an affiliated person from the 
provisions of Section 9(a) of the Act and for an order 
of temporary exemption from 9(a) pending the 
Commission’s determination of the application. 
Interested persons are directed to the application on 
file with the Commission for a statement of the 
representations summarized below. 
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Kendall intends to apply as a registered 
representative with the N. E. L. Equity Services Corp. 
Applicant states that from approximately March 
1977 until his resignation on May 31, 1979, he was 
employed by Fundpack Management, Inc. 
(“Management”) as operations officer for the 
Fundpack, Inc., Holding Trust and Holdings of U.S. 
Government Securities, Inc. (the “Funds”), three 
registered investment companies for which 
Management served as investment adviser. 


On March 21, 1979, the Commission commenced a 
civil action in the United States District Court for the 
District of Columbia styled Securities and Exchange 
Commission v. The Fundpack, Inc., et al. The 
Commission’s Complaint named as defendants of 
Management and its two broker-dealer subsidiaries, 
the Funds, and Applicant and eleven other officers 
and directors of the defendant entities. Among other 
things the Complaint alleged that Applicant aided 
and abetted violations by Management and others of 
Section 10(b) of the Securities Exchange Act of 1934 
(“Exchange Act’) and Rule 10b-5 thereunder, 
Sections 5(a), 5(b) and 17(a) of the Securities Act of 
1933 (“Securities Act”), Section 36(a) of the Act and 
Section 206 of the Investment Advisers Act of 1940 
(“Advisers Act’). On January 21, 1980, Applicant, 
without admitting or denying the allegations of the 
Commission’s Complaint, consented to the entry 
against him of a Final Order prohibiting him from 
engaging in or aiding and abetting practices violative 
of Section 206 of the Advisers Act or Sections 5(a) 
and 5(b) of the Securities Act, or breaching the 
fiduciary duties incorporated in the Act by operation 
of Section 36(a) thereof (“Final Order’). The Final 
Order was entered by the Court ori March 5, 1980. 


Section 9(a) of the Act, insofar as is pertinent here, 
makes it unlawful for any person, or any company 
with which such person is affiliated, to serve or actin 
the capacity of employee, officer, director, member 


of an advisory board, investment adviser or 
depositor of any registered investment company, or 
principal underwriter for any registered open-end 
company, registered unit investment trust, or 
registered face amount certificate company, if such 
person is, by reason of any misconduct, 
permanently or temporarily enjoined by order, 
judgment, or decree of any court of competent 
jurisdiction from acting as an underwriter, broker- 
dealer, or investment adviser, or as an affiliated 
person, salesman or employee of any investment 
company, bank or insurance company or from 
engaging in or continuing any conduct or practice in 
connection with any such activity. 
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Section 9(c) provides that upon application the 
Commission by order shail grant an exemption from 
provisions of Section 9(a), either unconditionally or 
On an appropriate temporary basis, if it is 
established that the prohibitions of Section 9(a), as 
applied to such person, are unduly or 
disproportionately severe or that the conduct of such 
person has been such as not to make it against the 
public interest or protection of investors to grant 
such application. 


Applicant submits that for the following reasons the 
prohibition of Section 9(a), to the extent applicable 
by virtue of the Final Order, would be unduly and 
disproportionately severe as applied to Applicant 
and the conduct of Applicant has been such as not to 
make it against the public interest or protection of 
investors for the Commission, pursuant to Section 
9(c), to enter an order granting Applicant and any 
company or person with which Applicant is or may 
become an affiliated person, a conditional 
exemption from the provisions of Section 9(a), and 
thereafter, after notice and opportunity for hearing, 
to enter an order granting a permanent conditional 
exemption from such provision: 


1. Applicant intends to apply as a registered 
representative in a non-supervisory capacity as a 
registered representative dealing with individual 
accounts. He will have no role or authority in the 
determination of investment or marketing policies or 
strategies employed by any registered investment 
company or its affiliates nor is he otherwise involved 
inthe management of any such entities. He is notan 
officer, director, investment adviser or principal 
underwriter of any registered investment company 
and has no present intention of serving or acting in 
any such capacity in the future. 


2. The activities of Applicant with regard to the 
matters which form the basis of the Commission's 
Complaint have not resulted in direct pecuniary 
benefit to Applicant, and Applicant had no intention 
of violating any law. 


3. Applicant has never before been required to apply 
for exemption from the provisions of Section 9(a) of 
the Act. 


4. The possible application of the prohibitions of 
Section 9(a) to Applicant’s intended employer in the 
absence of the requested exemptive relief would 
result in Applicant’s inability to pursue such 
employment. 
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5. The relief sought by the Applicant is strictly 
limited to that necessary to permit Applicant to 
pursue his employment as described above. Such 
relief would not permit Applicant to become involved 
in a managerial or supervisory capacity with any 
registered investment company, and thus will not 
enable Applicant to engage in or aid or abet conduct 
of the type which formed the basis for the 
Commisson’s Complaint. 


Applicant also submits that issuance of the 
temporary exemption requested inthe application is 
appropriate. The temporary exemption would 
enable Applicant to embark immediately upon his 
tended employment without interruption in his 
present employment and would thus avoid the loss 
of income which would occur if Applicant were 
forced to forego this employment pending the final 
determination of the application. 


The Commission has considered the matter and 
finds that (1) the unqualified prohibitions of Section 

3J(a) might be unduly burdensome and 
disproportionately severe as applied to Applicant 
and (2) the conduct of Applicant has been such as 
not to make it against the public interest or 
protection of investors to grant temporary exemption 
from Section 9(a) prior to the determination of the 
application. 


Accordingly, IT 1S ORDERED pursuant to Section 
9(c) of the Act that Applicant and any company with 
which he is or may become affiliated be and they 
hereby are temporarily exempted from the 

ovisions of Section 9(a) of the Act on the condition 
that (a) Applicant will not become affiliated with any 
registered investment company, (b) Applicant will 
be fully supervised in any capacity in which he 
ecomes affiliated with any affiliate of any registered 
investment company, and (c) Applicant's activities 
in any such capacity shall be entirely non- 
Supervisory and Applicant shall take no part, directly 
or indirectly, in the formulation or development of 
any investment, marketing or other policy or strategy 
of any registered investment company or its 
investment adviser or principal underwriter, or inthe 
management thereof. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than March 31, 1980, at 5:30 
p.m. submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues of fact or law 
proposed to be controverted, or he may request that 
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he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by first class mail upon Applicants at 
the address set forth above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. At any time after said date, as provided 
by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
Application herein may be issued by the 
Commission upon the basis of the information 
stated in said Application, unless upon request or 
upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


By the Commission. 


George Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11068/March 5, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6194/March 5, 1980 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11069/March 5, 1980 


CLARK JOSEPH WINSLOW 

16 Bobolink Lane 

Greenwich, Connecitcut 

File No. 812-4587 

Investment Company Act of 1940 

ORDER PURSUANT TO SECTION 9(c) OF THE 
INVESTMENT COMPANY ACT OF 1940 GRANTING 
EXEMPTION FROM SECTION 9(a) OF THE ACT 
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The Commission issued a Notice on December 27, 
1979 of the filing of an application by Clark Joseph 
Winslow (the “Applicant”) for an order of exemption 
pursuant to Section 9(c) of the Investment Company 
Act of 1940. Investment Company Act of 1940 Rel. 
No. 11002/December 27, 1979. The application 
seeks an exemption for Applicant and any company 
with which he is presently or in the future may 
become an affiliated person from the provisions of 
Section 9(a) of the Act to the extent that Section 9(a) 
is applicable by virtue of the entry of a certain Final 
Order as to Applicant. Such Final Order was entered 
on December 27, 1979 against Applicant in an 
action entitled Securities and Exchange 
Commission v. Clark Joseph Winslow (United States 
District Court for the Southern District of New: York, 
Civil Action No. 79-7012). The Notice gave 
interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application may be issued by the Commission upon 
the basis of the information stated in the application 
unless an order for hearing upon said application 
shall be issued upon request or upon the 
Commission’s own motion. No request for a hearing 
has been filed and the Commission has not ordered 
a hearing. 


The Commission has considered the matter and 
finds that the prohibitions of Section 9(a), as applied 
to Applicant, are unduly or disporportionately severe 
and that the conduct of Applicant has been such as 
not to make it against the public interest or 
protection of investors to grant the exemption 
requested in the application. 


Accordingly, IT IS ORDERED, pursuant to Section 
9(c) of the Act that the application for exemption of 
Applicant and any company with which he is 
presently or in the future may become an affiliated 
person from the provisions of Section 9(a) of the Act, 
insofar as any ineligibility to serve or act in the 
Capacities enumerated in Section 9(a) of the Act 
arises out of the Final Order entered against 
Applicant, be and hereby is granted, effective 
forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11070/March 6, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6195/March 6, 1980 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11071/March 6, 1980 


In the Matter of 


CREDIT LYONNAIS NORTH AMERICA, INC. 
c/o William F. Kroener, III, Esq. 

Davis Polk & Wardwell 

One Chase Manhattan Plaza 

New York, New York 10005 


(812-4566) 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 


EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


Credit Lyonnais North America, Inc. (‘Applicant’) 
filed an application on November 9, 1979, and 


amendments thereto on December 20, 1979, 
January 7, 1980, and February 5, 1980, for an order 
of the Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘Act’), 
exempting Applicant from all provisions of the Act 


On February 8, 1980, a notice was issued 
(Investment Company Act Release No. 11040) of the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order pursuant to Section 6(c) of the 
Act, disposing of the application, would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and on the basis of 
the representations inthe application as amended, it 
is found that the granting of the exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 
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IT |S ORDERED, pursuant to Section 6(c) of the Act, 
that, subject to the condition that Applicant comply 
with its undertakings: (1) to insure that the dealer 
will provide each offeree of the notes with a 
memorandum describing the business of Applicant 
and Credit Lyonnais and containing the most 
recently available audited financial statements of 
Credit Lyonnais, audited in accordance with French 
auditing practices, (2) to include in such 
memorandum a paragraph highlighting the material 
differences between French accounting standards 
applicable to French banks and generally accepted 
accounting principles employed by U.S. banks, (3) 
to update such memorandum, which will be at least 
as comprehensive as those customarily used in 
offering commercial paper in the United States, 
periodically to reflect material changes in the 
business or financial status of Applicant or Credit 
Lyonnais, and (4) to provide any person to which it 
offers its securities in any future offerings in the 
United States with disclosure documents that are at 
least as comprehensive in their description of 
Applicant and Credit Lyonnais, as those customarily 
used in United States offerings of such securities 
and which contain the financial statements of Credit 
Lyonnais, the application for exemption from all 
provisions of the Act be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11072/March 6, 1980 


In the Matter of 


AMSTERDAM-ROTTERDAM BANK N.V. 
c/o David Gruber, Esq. 

Sullivan & Cromwell 

125 Broad Street 

New York, New York 10004 


(812-4572) 

NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT EXEMPTING APPLICANT FROM 
ALL PROVISIONS OF THE ACT 
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NOTICE IS HEREBY GIVEN that Amsterdam- 
Rotterdam Bank N.V. (‘Applicant’) filed an 
application on November 13, 1979, and an 
amendment thereto on February 4, 1980, for an 
order of the Commission pursuant to Section 6(c) of 
the Investment Company Act of 1940 (“Act”) 
exempting Applicant from all provisions of the Act. 
All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it is a commercial bank 
organized under the laws of the Netherlands. Based 
on deposits at December 31, 1978, Applicant was 
the 25th largest bank in the world. Atthat time, ithad 
total assets of $36.8 billion and deposits of 
approximately $30.6 billon. Applicant represents 
that its shares are widely held by Dutch and foreign 
investors and are listed on the Amsterdam, 
Frankfurt, Paris and Zurich stock exchanges. 


The application states that Applicant’s principal 
business is the receipt of deposits and the making of 
loans. Applicant represents that retail deposits are 
received through its domestic network of 
approximately 850 branches and that wholesale 
deposits are obtained principally from Dutch 
corporations and banks throughout the world. 
Applicant's loans total approximately $20.3 billion, 
or about 55% of its total assets. In addition, Applicant 
States that it engages in fiduciary services, lease 
financing, foreign exchange and underwriting in the 
Eurobond market. At December 31, 1978 
investment securities amounted to approximately 
$1 billion, or less than 3% of total assets, and over 
90% consisted of Netherlands government 
securities. 


Applicant represents that it is supervised by the 
Minister of Finance of the Netherlands and by De 
Nederlandsche Bank N.V., the central bank of the 
Netherlands. Applicant states that the regulatory 
structure under which it operates is generally 


equivalent to, and in certain respects more 
restrictive than, the structure imposed on United 
States banks. The application indicates that three of 
the most important regulatory tools governing 
Applicant relate to liquidity, capital requirements 
and loan diversification. According to the 
application, the central bank of the Netherlands 
regularly examines Dutch credit institutions and 
requires reports in a specified form on a monthly 
basis, as part of its regulatory and supervisory 
function. 
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Applicant proposes to issue and sell unsecured 
prime quality commercial paper notes in bearer 
form and denominated in United States dollars to a 
commercial paper dealer in the United States who 
will then reoffer the notes in minimum denomina- 
tions of $100,000 to institutional investors, entities 
and individuals in the United States who normally 
purchase commercial paper notes. Applicant also 
represents that the notes will not be advertised or 
otherwise offered for sale to the general public. The 
application states that the notes will provide an 
alternate source of supply of United States dollars 
which will supplement United States dollars 
currently obtained by Applicant in the Eurodollar 
market. Applicant represents that it does not intend 
to sell the notes in the United States in excess of an 
aggregate of $300 million at any one time 
outstanding. The application states that the notes 
will rank pari passu among themselves and equally 
with all its other unsecured indebtedness, including 
liabilities to depositors, except that subordinated 
debt and the equity securities of the Applicant will 
rank below the notes. Applicant plans to sell the 
notes without registration under the Securities Act of 
1933 (the “1933 Act”), in reliance upon an opinion of 
its United States counsel that the offering will qualify 
for the exemption from the registration 
requirements of the 1933 Act provided for certain 
short-term commercial paper by Section 3(a)(3) 
thereof. Applicant states that it will not proceed with 
its proposed offering until it has received such 
opinion letter and the Commission expresses no 
opinion as to the availability of any such exemption. 
Applicant further represents that the presently 
proposed issue of securities and all future issues of 
securities in the United States shall have received 
prior to issuance one of the three highest investment 
grade ratings frorn at least one of the national 
recognized statistical rating organizations and that 
its United States counsel shall have certified that 
such rating has been received. 


Applicant undertakes to insure that the commercial 
paper dealer will provide each offeree of the notes 
prior to purchase with a memorandum describing 
Applicant’s business and containing Applicant’s 
most recent publicly available fiscal year-end 
balance sheet and income statement which shall 
have been audited. Applicant states that such 
memorandum will describe differences which are 
material to investors, if any, between the accounting 
principles applied by Applicant's Dutch auditors in 
preparation of its financial statements and generally 
accepted accounting principles employed by United 
States banks. Applicant represents that such 
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memorandum will be at least as comprehensive as 
those customarily used by United States bank 
holding companies in offering commercial paper in 
the United States. The application indicates that the 
memorandum will be updated periodically to reflect 
material changes in Applicant's financial condition. 
Applicant consents to having any order granting the 
relief requested under Section 6(c) of the Act 
expressly conditioned upon its compliance with the 
foregoing undertakings. Applicant further 
represents that any future offering of its securities in 
the United States will be made on the basis of 
disclosure documents at least as comprehensive as 
those used in the presently proposed offering and 
each offeree will be provided with such disclosure 
documents. 


Applicant represents that it will appoint a bank inthe 
United States, the Commission or some other party 
which normally acts in such capacity, to accept 
service of process in any action based on the notes 
and instituted in any state or federal court by the 
holder of any of its notes. Applicant further 
represents that it will expressly accept the 
jurisdiction of any state or federal court in the city 
and state of New York with respect to any such 
action. Applicant states that both its appointment of 
an authorized agent for service of process and its 
consent to jurisdiction will be irrevocable until all 
amounts due and to become due with respect to the 
notes have been paid by Applicant. Applicant 
similarly represents that it will consent to 
jurisdiction and will appoint an agent for service of 
process in suits arising from any other offerings of 
securities that it may make in the United States, 
which may include debt securities but not shares of 
its capital stock. 


Section 3(a)(3) of the Act defines investment 
company to mean “any issuer which is engaged or 
proposes to engage in the business of investing, 
reinvesting, owning, holding, or trading in securities, 
and owns or proposes to acquire investment 
securities having a value exceeding 40 percentum of 
the value of such issuer's total assets (exclusive of 
Government securities and cash items) on an 
unconsolidated basis.” Applicant states that there is 
uncertainty as to whether it would be considered an 
investment company as defined under the Act. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities, or transactions, from 
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any provision under the Act or any rule or regulation 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Applicant requests an order pursuant to Section 6(c) 
of the Act exempting it from all provisions of the Act. 
Applicant submits that it is extensively regulated by 
banking authorities inthe Netherlands and therefore 
that application of the provisions of the Act to 
Applicant would be unnecessary and burdensome. 
Applicant also asserts that its capital structure and 
distribution of profits could not be conformed to the 
provisions of the Act. As a closely regulated banking 
entity, Applicant states that it is different from the 
type of institution that Congress intended the Act to 
regulate. It is asserted that the particular abuses 
against which the Act was directed are not present in 
this case. Applicant further submits that an 
exemptive order pursuant to Section 6(c) of the Act 
would benefit institutional and other sophisticated 
investors because they would otherwise be 
precluded from purchasing Applicant's commercial 
paper notes. Moreover, the application contends 
that because of the development of the large 
Eurodollar market, the major foreign banks which 
deal in that market need a source of United States 
dollars in the event of evena short-term disruption in 
the market. Applicant concludes that granting an 
exemptive order pursuant to Section 6(c) of the Act 
would be appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 31, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
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under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 9024/March 5, 1980 


S.E.C. v. COLECO INDUSTRIES, INC. Civil Action No. 
80-0591 (D.D.C.) 


The Securities and Exchange Commission today 
announced the filing of a Civil Injunctive Action in 
the United States District Court for the District of 
Columbia against Coleco Industries, Inc. (“Coleco”), 


a corporation headquartered in Hartford, 
Connecticut. Coleco, whose stock is listed on the 
New York Stock Exchange, is engaged directly and 
through subsidiaries in the manufacture and sale of 
a variety of gh dio products, including 
swimming pools, water\accessories, and family 
leisure games and toys. The Commission's 
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Complaint alleges violations of the antifrauci and 
reporting provisions of the securities laws. 
Simultaneously with the filing of the Complaint, 
Coleco consented, without admitting or denyirig the 
allegations of the Complaint, to the entry of an 
injunction prohibiting further violations of such 
provisions, and certain additional relief. 


The Commission's Complaint alleges that in 11977 
and 1978, Coleco filed with the Commission and 
disseminated to its shareholders and the invessting 
public interim financial statements which materially 
understated expenses, overstated earnings, and 
failed to disclose material facts. The Complaint 
alleges that these violations stemmed from ret urns 
of video game products in 1977 and a large unsold 
inventory of such products in 1977 and 1978. The 
Complaint alleges that in 1977 Coleco understiated 
its cost for the return of video games, faileci to 
disclose the extent of such returns, and faile:d to 
disclose that it was using a different method of 
accounting for overhead in its interim reports thaan it 
was using in its year-end financial statements. The 
Complaint further alleges that in its Form 10-© for 
the quarter ended March 31, 1978, Coleco failed to 
increase its reported loss on video game inventory 
despite the fact that Coleco’s management had 
determined to begin selling certain of its video 
products below cost and had made _ internal 
estimates of a $2.5 million loss in 1978 on sales of its 
entire inventory of video products manufactured in 
1977. The Complaint further alleges that in 1978 
Coleco restated its first and second quarter 1977 
earnings on account of, among other things, the 
matters referred to in the Commission's Compiliaint. 


In addition to the injunctive relief referred to above, 
Coleco was ordered by the Court to abide by its 
undertaking that its Audit Committee, in conjunction 


with its independent accountants and outside 
counsel, will continue to study and review Coleco’s 
system of internal control and accouriting 
procedures, ‘will report on such review at least 
annually to the board of directors, and that, within 60 
days thereafter, Coleco will adopt and maintain ssuch 
recommended improvements as it dems 
necessary. 


Litigation Release No. 9025/March 5, 1980 


SEC v. R. J. LOUIS & CO., INC., ET AL. Civ. No. 778 C 
3314 (N.D. Ill.) 


William D. Goldsberry, Administrator of the 
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Commission's Chicago Regional Office, announced 
that Final Orders of Permanent Injunction by 
consent were issued against R. J. Louis & Co., Inc. (R. 
J. Louis), Louis J. Ragonese (Ragonese) and John P. 
Ollrogge (Ollrogge), on February 6, 1980, by Judge 
Bernard H. Decker of the U.S. District Court for the 
Northern District of Illinois. The defendants 
consented to the orders without admitting or 
denying the Commission's allegations of violations 
of the registration and antifraud provisions of the 
federal securities laws. 


Judge Decker specifically ordered that the 
defendants, in conducting any future sales of 
securities, shall disclose material information 
regarding such securities to include, among other 
things: the financial condition of the issuer, the use 
of proceeds from sales, the liquidity or marketability, 
the current or future values, the risk associated with 
investing, and any conflicts of interest. 


R. J. Louis, Ragonese and Ollrogge were sued by the 
Commission in connection with their offer and sale 
of securities to R. J. Louis’ clients. R. J. Louis is 
registered with the Commission as an Investment 
Adviser. Ragonese is the President, Chairman of the 
Board and sole shareholder of R. J. Louis, and 
Ollrogge is the Vice-President, Secretary-Treasurer 
and a director of R. J. Louis. 





Litigation Release No. 9026/March 5, 1980 


SECURITIES AND EXCHANGE COMMISSION v. THE 
FUNDPACK, INC., ET AL., (United States District 
Court for the District of Columbia, Civil Action No. 
79-0859) 


The Securities and Exchange Commission 
(“Commission”) announced that Hon. June L. 
Green, United States District Judge for the District of 
Columbia, today entered in the above-captioned 
action Final Judgments of Permanent Injunction 
(“Final Judgments”) against defendants Marshall L. 
Jastromb (“Jastromb”) and Gene Moore (“Moore’’) 
and Final Orders against defendants Douglas Duke 
‘““‘Duke”) and John R. Kendall (“Kendall”) (“Final 
Orders”). Jastromb, Moore, Duke and Kendall are 
codefendants with The Fundpack, Inc. 
(“Fundpack”), Holding Trust and Holdings of U.S. 
Government Securities, Inc. (“Government”), a 
complex of mutual funds in Coral Gables, Florida 
(the ‘“Funds’), Fundpack Management, Inc. 
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(“Management”) (the Funds’ former investment 
adviser) and its two subsidiaries, and with seven of 
the Funds’ other former officers and directors, in a 
Complaint filed by the Commission on March 21, 
1979. See, Litigation Release No. 8698, March 22, 
1979. Jastromb, a dentist, and Moore, a surgeon, 
were formerly vice-presidents and directors of each 
of the Funds and of Management and _ its 
subsidiaries. Duke, an astronomer, was formerly 
portfolio manager for Fundpack and a director of 
Government. Kendall was operations officer for the 
Funds and an employee of Management. The 
Commission’s Complaint alleged that Jastromb, 
Moore, Duke and Kendall, as well as the other 
defendants in the action, violated numerous 
provisions of the antifraud, proxy, reporting, 
registration and fiduciary obligation provisions of ihe 
federal securities laws. 


The Final Judgments permanently enjoin Jastromb 
and Moore from engaging in conduct violating 
certain of the antifraud, registration and fiduciary 
obligation provisions of the federal securities laws. 
The Final Orders prohibit Duke and Kendall from 
engaging in conduct violating certain of the 
antifraud, registration and fiduciary obligation 
provisions of the federal securities laws. Jastromb, 
Moore, Duke and Kendall consented to the entry of 


the Final Judgments and Orders without admitting or 


denying the allegations 
Complaint. 


in’ the Commission's 


The entry of the Final Judgments and Orders, which 
marks the end of the Commission's litigation with 
Jastromb, Moore, Duke and Kendall, is the fourth 
major action taken by the Court in this litigation. On 
August 10, 1979, after a three day hearing, Judge 
Green entered a preliminary injunction against the 
Funds and Management. See Litigation Release No. 
8838, August 13, 1979. Following the preliminary 
injunction the action was settled as to the Funds, 
Management and its subsidiaries and Victor H. Polk 
(“Polk”), former president and chairman of each of 
the defendant corporations. On September 29, 
1979, the Court entered by consent a final order as to 
the Funds pursuant to which the Funds are required, 
among other things, to appoint and thereafter 
nominate and recommend for election to their 
respective boards of directors four individuals 
satisfactory to the Commission. See, Litigation 
Release No. 8880, October 1, 1979. On December 
13, 1979, the Court entered a Final Judgment of 
Permanent Injunction against Polk and 
Management and its subsidiaries. See, Litigation 
Release No. 8949, December 13, 1979. The 
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Commiission’s action continues against another 
former officer and director of Management and its 
subsidiaries and against five former disinterested 
directors of the Funds. 





Litig ation Release No. 9027/March 5, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
TRANS AMERICA PETROLEUM COMPANY, INC., 
DANIIEL J. MCCARTHY, AND GERALD LEON BLOOM, 
(S.D. Fla., Civil Action No. 80-6107-CIV-NCR) 


Jule B. Greene, Administrator, Atlanta Regional 
Office, and William Nortman, Associate Regional 
Adnninistrator, Miami Branch Office of the Securities 
and Exchange Commission announced the filing of a 
Cornplaint in the United States District Court, 
Southern District of Florida, Ft. Lauderdale Division, 
on February 28, 1980, alleging violations of the 
registration and antifraud provisions of the federal 
securities laws by Trans American Petroleum 
Cornpany, Inc. (“Trans America’), Daniel J. 
McCarthy (“McCarthy”), and Gerald Leon Bloom 
(“Bloom”). 


Trains America is a Florida corporation, with offices 
in Ft. Lauderdale. McCarthy is a resident of Miami 
Spriings, Florida, and Bloom resides in Hollywood, 
Florida. McCarthy and Bloom are the sole officers 
and directors of Trans America. 


The Commission’s Complaint alleged that Trans 
America, McCarthy, and Bloom offered and sold 
investment contracts in the form of interests in 
limited partnerships engaged in the business of oil 
and gas exploration to the public. It was further 
alleged that the defendants offered and sold these 
securities without a registration statement being 
filed, or in effect, to over 40 investors throughout the 
Unitied States, and collected approximately 
$400,000. The Commission further alleged that in 
coninection with the offer and sale of these 
securities, the defendants failed to disclose, and 
macie misleading statements regarding, among 
other things, the failure to maintain escrow accounts 
for investors’ funds as represented, the lack of books 
and records of Trans America, the use of the 
proceeds of the offering, the existence of Cease and 
Desist Orders naming the defendants, and that 
Mc(Carthy consented to being enjoined from further 
violations of the Florida consumer and securities 
law's. 
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The Commission sought a Temporary Restraining 
Order, and Preliminary and Permanent Injuinctions, 
enjoining the defendants from further violations of 
Sections 5(a), 5(c), and 17(a) of the Securities Act of 
1933, and Section 10(b) of the Securities Exchange 
Act of 1934, and Rule 10b-5 thereunder. The 
Commission also sought the Appointment of a 
Receiver and an order freezing the assets of the 
defendants. 


On the same day, the Honorable Norman C. 
Roettger, Judge, United States District Court, 
Southern District of Florida, signed the Temporary 
Restraining Order sought by the Commission. 





Litigation Release No. 9028/March 5, 1980 


SEC v. W.D.L. ENTERPRISES, INC., ET AL (W.D. 
La./Shreveport Div.) Civil Action No. Cl 800131 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office, announced that on February 27, 
1980, the Honorable Tom Stagg of the United States 
District Court for the Western District of Louisiana, 


Shreveport Division, entered an order permanently 
enjoining W.D.L. Enterprises, Inc. (WDL), Jalyn, Inc. 


(Jalyn) and Robert L. Futrell (Futrell), all of 
Shreveport, Louisiana, from further violations of the 
registration and antifraud provisions of the federal 
securities laws. The Order also directed that the 
defendants file with the Court an accounting of all 
funds received and disbursed by them during the 
period from May 6, 1976, through the present. All 
defendants consented to the entry of the Order of 
Permanent Injunction and Accounting without 
admitting or denying the allegations of the 
complaint. 


The Commission’s complaint specifically alleged 
that the defendants have engaged in the offer and 
sale of unregistered securities in the form of 
fractional undivided working interests in oil and gas 
leases to investors throughout the United States. The 
Complaint further alleged that in connection with the 
offer and sale of these securities, the defendants 
made material misrepresentations and omitted to 
state material facts, concerning, among other 
things: Futrell’s past history in the oil and gas 
business; the success of the past drilling operations 
of WDL and Futrell; the amount of production and 
return which investors could expect from investing 
with WDL and Jalyn; the escrowing of investor funds 
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by WDL and Jalyn; the progress made on the drilling 
and completion of wells and the production obtained 
from them; and the use of investor funds by WDL, 
Jalyn and Futrell. 





Litigation Release No. 9029/March 5, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
HAROLD V. GLEASON, ET AL., 74 Civil 4557 
(S.D.N.Y.) (DBB) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that on February 8, 1980, a 
Final Judgment of Permanent Injunction was 
entered by consent of defendant Paul Luftig 
(“Luftig’) of Larchmont, New York. The Order, 
signed by the Honorable Dudley B. Bonsal, United 
States District Judge for the Southern District of New 
York, enjoined defendants Luftig from further 
violating the antifraud and reporting provisions of 
the federal securities laws. 


Luftig, formerly the president of Franklin New York 
Corporation and Franklin National Bank, was 
convicted of violating several federal statutes 
including the federal securities laws in United States 
of America v. Harold V. Gleason, et al., S. 78 Cr. 522 
(S.D.N.Y.) (TPG). He was sentenced to three years 
imprisonment. On December 19, 1979, the United 
States Court of Appeals for the Second Circuit 
affirmed his conviction. United States v. Harold V. 
Gleason, et al., No. 79-1147 (2d Cir. 1979). On 
February 19, 1980, his petition for a writ of certiorari 
was denied by the United States Supreme Court. 
Harold V. Gleason, et al. v. United States, (No. 79- 
1118, 1979 Term). 


For further information, see Litigation Release Nos. 
6551, 8495, and 8678. 





Litigation Release No. 9030/March 5, 1980 


SEC v. LOUIS J. ROUSSEL, JR., ET AL. (D. Kan., 
August 19, 1976) (CA 76-511-C6) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office, announced that.on February 11, 
1980, the Honorable Wesley E. Brown, United States 


SEC DOCKET/849 





District Judge for the District of Kansas, entered a 
Judgment and Order of Permanent Injunction 
against Mick Stack Associates, Inc., a registered 
broker-dealer, Kenneth L. Mick, Richard E. Smith 
and Robert Adrian, all of Wichita, Kansas, enjoining 
them from further violations of the antifraud 
provisions of the Securities Exchange Act of 1934 
and Rules 10b-5 and 10b-13 thereunder. 


The Order of Permanent Injunction followed an order 
entered on January 25, 1980, whereby Judge Brown 
granted the Commission’s motion for summary 
judgment against each of the four defendants. The 
Commission commenced this action on August 19, 
1976, by filing a complaint which alleged that these 
defendants, among others, engaged in an unlawful 
scheme during a tender offer to gain control of Farm 
& Ranch Financial, Inc., a Wichita, Kansas based 
insurance holding company, in violation of the 
antifraud provisions of the Securities Exchange Act 
of 1934 and Rules 10b-5 and 10b-13 thereunder. 


For further information, see Litigation Release No. 
7529 (August 19, 1976). 





Litigation Release No. 9031/March 6, 1980 


S.E.C. v. UNITED TECHNOLOGIES CORPORATION 
ET AL. (U.S. District Court, Southern District of 
New York, 79 Civ. 6193 (HEW)) 


The Securities and Exchange Commission 
announced today that the defendants in a civil 
enforcement action filed on June 25, 1979, United 
Technologies Corporation (“United”) and its wholly 
owned subsidiary Carrier Corporation (formerly 
United Technologies Holding Corporaton), have 
entered into a settlement with the Commission. The 
Complaint alleged that United violated the tender 
offer and beneficial ownership reporting provisions 
of the William Acts (Sections 13(d), 14(d) an 14(e) of 
the Securities Exchange Act of 1934) in connection 
with a 1978 tender offer for Carrier securities, which 
were at that time listed for trading on the New York 
Stock Exchange. The Complaint charged that United 
discovered, after the conclusion of the tender offer, 
that fewer Carrier shares than it had previously 
announced had been tendered during the tender 
offer, and that, prior to publicly disclosing this fact, 
United purchased sufficient shares of Carrier to 
insure its control over Carrier and otherwise to 
compensate for the shortfall. The Complaint 
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charged that these actions were contrary to the 
terms of the United tender offer. 


The settlement, which has been approved by Judge 
Henry F. Werker, provides for the payment of more 
than $1.1 million by the defendants to persons 
tendering Carrier stock to United in the tender offer. 
This is the amount United has stated it saved by 
purchasing shares in the open market rather than at 
the tender offer price. This payment will be 
distributed pursuant to a stipulation and agreement 
of compromise and settlement entered into by 
United in connection with the settlement of private 
class action litigation initiated after Commission’s 
investigation into United’s tender offer for Carrier 
had become public. United has also filed a report 
with the Commission as a matter of public record 
describing certain events arising out of its tender 
offer for Carrier. United’s report also sets forth 
procedures adopted by United in order to avoid a 
repetition of problems encountered in the Carrier 
tender offer in future tender offers. 


See L.R. No. 8793—June 25, 1979 








ACCOUNTING SERIES RELEASE 





ACCOUNTING SERIES 
Release No. 276/March 6, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6195/March 6, 1980 
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FREEDOM OF INFORMATION ACT 
Release No. 60/March 5, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6194/March 5, 1980 
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